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Stability in presidential hands, 
but succession wonies grow 


P®fa*e <-3 <" 

SO*Z3 


WORLD NEWS 


Slovak premier 
broadens powers 
by taking on 
president’s duties 


Slovakia's prime minister Vladmlr 
Meciar tightened his grip on the 
country by assuming most of the 
functions of the presidency. He 
took the opportunity provided by 
the constitution to broaden his 
powers after the five-year term of 
the incumbent president, MichaJ 
Kovac, expired with no succes- 
sor in sight. Page 3 


N Korea gram warning 
Famine-hit North Korea warned it 
would run out of grain stocks 
within two weeks, despite cuts in 
rations for January and February. 
Page 9; Editorial Comment, 
Page 19 


Yeltsin picks new deputy PM 
Russian president Boris Yeltsin 
appointed former security council 
head Ivan Rybkln as a deputy 
prime minister, replacing one of 
three ministers sacked at the 
weekend. Page 3 


Turkish elections delayed 

Turkish prime minister Mesut Yil- 
maz said he would not call early 
general elections and reaffirmed 
his commitment to push through 
economic reforms to cut inflation 
from 1Q1.6 per cent. Page 3 


Diana's wffl published 

Diana, Princess of Wales, left 
more than £21 m ($35m) in her 
wHI. Inheritance and other taxes 
left a net estate of £12.966,022. 
most of which will be held in 
trust for her sons. William. 15. 
and 1 3-year-ofd Harry. 

Page 10 


S Korea nomtarton Mocked 

South Korean president Kim 
Da e-jung failed to win 
parliament's approval of his 
rightwing coalition partner Kim 
Jocg-pil as prime ml roster. 
Page 9 


BJP gains in south India . 

The Bharatiya Janata party and 
its allies made big gains in south 
I ndia. according to. early counting 
in India's general election, offset- 
ting a resurgent performance 
from Congress. Page 9 


Divisions on Iraq threat 
Britain .and the US ran Info UN 
Security Council opposition In 
their efforts to deliver a clear 
threat to Iraq if it violates the 
agreement to allow unrestricted 
access to suspected weapons 
sites. Pag* 4- 


Hinton attacks tax plans 
US Repub li ca n proposals to 
abolish the current tax code by 
the end of 2001 were attacked 
as "irresponsible" by President 
Bid Clinton. Page 3 


Timber boycott urged 
Environmental pressure group 
Greenpeace Is to urge a boycott 
of timber from British Columbia 
in western Canada, saying the 
felling of old forests In the Cen- 
tral Coast area threatens a ran- 
forest. Page 8 


Indo ne s i an Inflation fears 
Indonesia's month-on-month 
inflation hit 12.78 per cent, an 
annualised rate of more than 300 
per cent, raising fears that the 
country may be at risk of hyper- 
inflation. French banks advised 
on Asia loan loss provisions. 
Pages 


Zimbabwe union protest 

Zimbabwe unions are going 
ahead with a two-day "work 
stay away" this week In a bid to 
force President Robert Mugabe’s 
government to reverse tax and 
price increases. Page 4 



Francs 

Regional gave 


acquire some 

Pap 2 



DMA chips 

The coming revolution 
in diagnostics 
Technology, Page 16 



The Middle East 
Israel is “the greatest 
destabilising element” 
The FT interview, Page 18 


BUSINESS NEWS 


1 


Threat of trade war 
as Russia and EU 


argue over plan 
for import quotas 


A trade war between the 
European Union and Russia 
looked possible over Moscow's 
plan to introduce Import quotas. 
Brussels warned Moscow that 
the move could jeopardise Euro- 
pean plans to liberalise trade 
relations with Russia. Page 20 


iACbcape. London-based 
international diversified trading 
concern, announced plans to 
break itself into three businesses. 
Page 21; Comment, Page 28 


Sctkickedanz, German retailer, 
plans to take a controlling stake 
In Karstadt, Germany's biggest 
department store group, in a 
DM1.75bn ($980m) deal. 

Page 26 


Royal Bank of Canada bought the 
eurobonds business of Hambros 
Bank from Society Generate of 
France. Page 24 


Swiss Re, one of the world’s 
biggest reinsurance groups, paid 
FI 761m (S3 72m) for Dutch credit 
insurer NCM. Page 21 


Monetary net 
needs rethink, 
says Japanese 
finance envoy 


Tokyo and US cautious as Sakakibara 
joins calls for Bretton Woods update 


By GQGan Tett in Tokyo 
and Mcboias Timmins 
and Brace Clark in Wasbfeigtm 


BTR confirmed the £2.2bn 
($3.7b n) sale of Its glass and PET 
packaging business to Owens- 
Illinois of the US. Page 21; Lex, 
Page 20 


Prescription drag sates in the id 
top markets rose 6 per cent to 
$166bn during 1997. a report 
shows. Page 6 


Cendant, int e rn a t i onal direct 
mar k eting group, said it would 
continue its fight to buy Ameri- 
can Bankers Insurance after 
American International Group 
matched Cendant's S2.9bn bid. 
Page 21 


Bootbanfler of Canada has won 
an £850m ($1 .4bn) contract to 
build and maintain 55 trains for 
Richard Branson's Virgin Rail 
train operating company of the 
UK. Page 12 


Mena Lynch, tire US investment 
bank, launched a commercial 
paper programme in Japan to 
raise to YiOObn (S793m). 

Page 22 


Steel Mbority of tafia, the 
country's largest steel producer, 
warned that slack demand would 
Wt fuS-yaar net profits. Page 22 


Calls for an overhaul of global 
monetary arrangements gained 
momentum yesterday with a Jap- 
anese policy chief echoing state- 
ments by US leaders. 

Eisuke Sakakibara. Japan's top 
fmnnpiai diplomat, sain the time 
might be right for a new struc- 
ture on the lines of Bretton 
Woods, the 1944 agreement that 
created an international mone- 
tary system based on fixed 
exchange rates and temporary 
financing facilities to combat 
financial crises. 

In an interview with Mainichi 
Shimbun. a leading Japanese 
national newspaper, he Said 
world leaders might be consider- 
ing such an approach to avoid 
further turmoil in Asia 

Robert Rabin, the US Treasary 
secretary, said yesterday that an 
intensive effort was under way to 
overhaul the "architecture of the 
global financial system” and 
bring the Bretton Woods institu- 
tions to date. 

Last week Alan Greenspan, 
chairman of the US Federal 
Reserve, suggested the world 
financial system needed to be 
“reviewed and altered as neces- 
sary to fit the needs of the new 
global environment". 

Mr Sakakibara. Japan's vice 
minister of finance for interna- 
tional affairs, said: "I believe 
many worid leaders may well be 
starting to contemplate the idea 
of a financial agreement along 
the lines of the Bretton Woods 
agreement." He was also quoted 
as saving the International Mone- 
tary Fund's “checks and 


solutions ... are insufficient". Dip- 
lomats in Tokyo said his com- 
ments did not reflect accepted 
Japanese policy; they were also 
met with reserve and scepticism 
in Washington. They nonetheless 
introduce another strand into the 
debate about how to cope with 
financial crises. 

Neither the US Treasury nor 
the International Monetary Fund 
would be drawn into any public 
declaration on Mr Sakakibara 's 
interview, although officials 
made plain that any ideas being 
studied stopped well short of a 
Bretton Woods-style fixed 
ex change rate system. 

Mr Robin told an international 
bankers’ conference the institu- 
tions created 50 years ago had 
changed much less than the 
global economy, and “it is our 
view that the architecture needs 
to become as modem as the 
marketplace”. 

While warning that such an 
overhaul raised "enormously 
complex” issues and that "major 
steps forward will take time", he 
said its objectives bad been iden- 
tified. They included promotion 
of more efficient global markets; 
improving disclosure and trans- 
parency; strengthening firumniai 
systems; rethinking the role erf 
the international community; 
and burden-sharing with the pri- 
vate sector. 

In his interview, Mr Sakald- 
bara. insisted that the crisis was 
not a uniquely Asian affair, but 
stemmed from shortcomings in 
the global financial system. “This 
just shows how unstable current 
world capitalism is," be said. 


Ron® and blow, Page 18 
Lex, Page 20 


Domestic veftfcfe safes fell sharply 
to Japan for the 1 1th consecutive 
month. Page 9 


Sasol, South African producer of ! 
synthetic fuels and petrochemi- i 
cals, blamed a 9 per cent fall to j 
interim net profits on tower world j 
o3 prices and reduced tariff pro- 
tection. Page 25 J 


PacifiCorp tops 
Texas with $7.3bn 


Datdo Concrete shares will be 
delisted from the first section of 
the Tokyo Stock Exchange today 
after the Japanese pilemaker was 
declared bankrupt Page 22 


offer for Energy 


By Andrew Taylor 
in London 


Group Lotus. Malaysian-owned 
sports car and engineering 
group, is joining with Orbital 
Engine Company of Australia to 
develop ctesn engines for the 
next century. Page 12 


Guangdong Keton of south China 
plans to merge with two neigh- 
bouring companies to create one 
of the country's biggest electron- 
ics groups. Page 21 


Crown, owner of the Crown 
casino In Melbourne, is planning j 
legal action against the Australian j 
Stock Exchange over allegations ! 
that the company breached dis- 
closure tides. Page 22 
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The struggle for Energy Group, 
the UK's largest electricity sup- 
plier, intensified yesterday with 
PacifiCorp. the US utility, 
launching a S4.35bn <S7.26bn) 
msh offer just hours after its pre- 
vious £4.05bn bid had been 
trumped by rival Texas Utilities. 

PacifiCorp last night bid 82Dp a 
share for Energy, whose main 
asset is Eastern Electricity, a 
utility supplying power to 3m 
customers in eastern England 
and north London. 

It topped an 810p a share offer 
from Texas, recommended by 
Energy directors. The previous 
765p PacifiCorp bid had also been 
recommended. 

PacifiCorp increased its offer 
after raising its stake in Energy’ 
to S.6 per cent Texas said last 
night it was considering whether 
to raise its own offer. 

Erie Nye. Texas chairman and 

chief executive, had declined to 
rale out returning with a higher 
bid should PacifiCorp return to 
the fray, saying; “We have not 
got a ticket home." 

He accused PacifiCorp of 
mounting a campaign of disinfor- 
mation over claims that Texas’s 
credit rating would suffer if it 
financed a higher offer through a 
mixture of debt and equity. 
“Some of the actions taken In 
this matter have been less than 
honourable.” he said. 

Texas has arranged a SlObn 
facility, led by Merrill Lynch, to 
cover the initial STbn cost of the 
acquisition and assumption of 


S3-2bn of Energy Group debt. 

About S2.5bn would be recov- 
ered by the agreed sale to Leh- 
man Brothers Merchant Banking 
Partners of Peabody, the US coal 
business, and Citizens Power, a 
US power marketeer, both owned 
by Energy Group. 

Texas also planned to issue up 
to $L4bn of common shares in 
the 12 months following the 
Energy Group purchase. There 
were also plans to issue $800tn of 
debentures automatically con- 
vertible into equity and 5400m of 
preferred stock, also convertible 
into equity. 

Net debt of about S14£bn fol- 
lowing the acquisition of Energy 
but before the sale of Peabody 
and Citizen - compared with 
shareholders' funds of about $8bn 
- was expected to fell to just 
under $12bn. Shareholders' funds 
foDowing the stock issues were 
expected to rise to nearly SUbn, 
a debt to equity ratio of about 125 
per cent 

Mr Nye said he was confident 
the Texas bid would win UK and 
US regulatory approval after 
PacifiCorp's approach was 
approved by the UK Monopolies 
and Mergers Commission and the 
US Federal Trade Commission. 

Energy Group’s shares rose 28p 
to 805p yesterday. The market 
closed before PacifiCorp 
announced its higher offer. 

Energy is advised by Lazard 
and Morgan Stanley, Texas by 
Lehman Brothers and Merrill 
Lynch, and PacifiCorp by Gold- 
man Sachs. 
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Violence hits Kosovo peace hopes 



Riot poBcemen beat an ethnic Albanian demonstrator, as thousands took to the streets amid the worst vi ol o n ce In 
Serbia’s troubled province of Kosovo since the second world war, with Serbian forces being accused of slaughtering 
civgians at random. The violence has dashed western hopes of neg oti ati ng an end to the conflict between ethnic 
Afeanians demanding independence and Serbia's socialist government Report, Page 2 Reuters 


Schroder urges EU job creation 


By Ralph Atkins in Bonn 


Gerhard Schroder, the German 
Social Democrats' newly selected 
candidate to challenge Helmut 
Kohl the chancellor, in Septem- 
ber’s general election, called yes- 
terday for the European single 
currency to be buttressed by con- 
tinent-wide job creation mea- 
sures and greater political union. 

A day after inflicting a severe 
blow on Mr Kohl's Christian 
Democratic Union in state elec- 
tions in Lower Saxony, Mr Schro- 
der warned that the risk of the 
new currency's instability had to 
be minimised. But he stopped 
short of suggesting any revision 
of the January launch date for 
the euro. 

Mr SchTOder also hinted that 
he m ig h t seek to repeal signifi- 
cant parts of social security 
reforms implemented by Mr 
Kohl's government - including 
pension and sick-pay cuts - and 
limit the scale of any giveaway 
under future tax reforms. 

Mr Schroder’s victory on Sun- 
day pushed Mr Kohl on to the 


defensive. The chancellor had 
taken a high profile in the Lower 
Saxony campaign and said he 
was “very disappointed” with the 
results. But he sought to stamp 
out any discussion of his replace- 
ment as CDU leader, saying his 
continuing candidature reflected 
“widespread" support from politi- 
cal allies. 


INSIDE 

FOP reris from elections 
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Speaking in Bonn. Mr SchTOder 
said a coalition between the SPD 
and the Greens was the “most 
likely" outcome of September's 
elections. But he warned of the 
threat to competitiveness of eco- 
logical tax reform proposals and 
was careful not to rule out a 
“grand coalition" at the federal 
level that would include both the 
SPD and CDU. 

His comments suggested that 
in spite of casting himself as a 


moderniser seeking to emulate 
the success of the UK Labour 
party, Mr Schroder would con- 
tinue to embrace many of the 
SPD ideas developed under Oskar 
Lafontaine, the party’s tradition- 
alist chairman. 

Mr Schroder was formally nom- 
inated yesterday as the SPD’s 
chancellor candidate, with over- 
whelming backing from the par- 
ty’s ruling committees in Bonn, 
after an unexpectedly strong 
result in Sunday’s Lower Saxony 
election. 

The local SPD defied trends 
elsewhere in Germany by 
increasing its share of the vote 
by almost 4 percentage points to 
47.9 per cent - its best result in 
the state. 

Mr Kohl's CDU slipped 0.5 
points to 35.9 per cent Mean- 
while, the Free Democrats, the 
junior party in Mr Kohl's Bonn 
coalition, narrowly missed the 5 
per cent minimum needed to be 
represented in the parliament. 
That cleared the way for the SPD 
to continue governing Lower Sax- 
ony with an absolute majority. 
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Serbian forces accused of slaughter 


By Guy Dfcimore in Qirez, Serbia 

The bodies lie as they fell, 
Rukia Nebihi, who was preg- 
nant, in one comer of the 
room, her husband Gemsher 
by the door. 

According to the Serbian 
government, they were 
among 16 ethnic Albanian 
“terrorists" killed by police 
at the weekend in pursuit of 
rebels of the separatist Kos- 
ovo Liberation Army. But 
villagers who emerged from 
hiding yesterday insisted 
that Serbian forces slaugh- 
tered civilians at random. 

It was the worst violence 
in Serbia's troubled province 
of Kosovo since the second 
world war dashing western 
hopes of negotiating an end 
to the conflict between eth- 
nic Albanians demanding 
independence and Serbia’s 
socialist government. 

Villagers in Qirez. a scat- 
tering of poor farmsteads in 
the hills of central Kosovo, 
said helicopter gunsbips 
launched the attack on Sat- 
urday machine-gunning 
houses and targetting farm- 
ers running for cover across 
fields. The red-tiled roofs of 
several homes are shattered. 

Then came armoured per- 
sonnel carriers that demol- 
ished several buildings and 
raked the village with gun- 
fire. Sefer Nebihi. partly 
delirious from bullet 


US warns Belgrade recent concessions to Serbia may be reversed 


The US yesterday condemned 
Serbia's use of force In Kosovo 
and warned that it would 
reverse recent concessions if 
the authorities in Belgrade 
continued to repress the 
province's ethnic Albanian 
majority, writes David Buchan. 
The British presidency Of the 
European Union and the 
European Commission also 
called for mutual restraint by 
Serbs and Albanians in Kosovo, 


wounds, said his family took 
shelter in one room. He cra- 
dled the head of his fright- 
ened daughter-in-law. Rukia. 
in his lap. "1 shouted at the 
police that the door was 
open, but they smashed the 
windows and opened fire 
with Kalashnikovs." 

Rukia's head burst open 
with a direct hit Her hus- 
band was also killed. Sefer. 
shot through both legs and 
in the groin, was dragged 
outside and beaten. His wife, 
Hata. interviewed sepa- 
rately. said: “The police saw 
the children screaming and 
crying. They shot from the 
window, three of them. Two 
were at the door. Rukia was 
pregnant and had a baby in 
her arms. It was like an exe- 
cution." 

In all. eight people were 


Alluding to the possible 
reimpositlon of extra sanctions 
on rump Yugoslavia, of which 
Serbia forms foe core, a UK 
official noted Belgrade “has 
sufficient economic problems 
and must know the risks it is 
running ft it continues 
repression in Kosovo". 

Both the EU and foe US also 
condemned terrorist action by 
the Kosovo Liberation Army. 
But Washington was dearly 


killed in Qirez. including 
four brothers. Two were shot 
in the back. Yesterday sev- 
eral thousand Albanians 
queued patiently in quiet 
anger to pay their respects 
to the dead. Their Islamic 
ftmerals. to be held today, 
are expected to draw vast 
crowds. 

Three Albanians were 
killed in the nearby village 
of Likosane. when police 
pursued a car driven by sus-' 
pected rebels reported to 
have killed two policemen in 
an earlier clash. 

One Albanian victim was a 
72- year-old farmer, Mohamed 
fslangheli. An axe and a 
cloth cap lie on the floor of 
his grain house where be 
made his last stand. A thick 
trail of blood leads out into 
the courtyard. 


stung by the heavy nature of 
Serb repression In Kosovo, 
coming within a week of US 
concessions to Belgrade. 

in language foal US 
administrations generally 
reserve for foe likes of Iraq or 
Libya, foe Stats Department 
said: "Further state-sponsored 
violence would only deepen 
Belgrade's isolation and dim 
prospects for integration of 
Yugoslavia into the international 


His son Naser was also 
shot dead, defending his 
family with a gun. Naser's 
wife Ganimete, holding her 
two-year-old son. said she 
took shelter in the bathroom 
and was led away by police 
with a knife at her throat 

When she returned, the 
bodies of Naser and 
Mohamed had been taken 
away. She said police also 
stole the family's savings 
and smashed a mirror in the 
shape of the Albanian 
national flag. 

One Serbian police officer, 
speaking privately in the 
provincial capital Pristina, 
acknowledged the operation 
had got out of control. Only 
intervention by a Belgrade 
commander limited the 
slaughter, he said. He 
believed the unofficial death 


community." 

The US said last week it 
would allow Yugoslavia to 
revive air links with the US, 
open a consulate in the US and 
expand its staff at foe United 
Nations. These concessions 
were in response to Mr 
Milosevic's recent conversion to 
backing the new moderate 
Bosnian Serb government 
Yesterday the US warned these 
concessions were reversible. 


toll of about 25 Albanians 
was closer to the truth. 

Although many villagers 
have arms bidden at home 
and live in an area known 
Cor Us historical resistance 
to foreign rule, all denied 
having any connection with 
the newly-emerging Kosovo 
Liberation Army. But clearly 
they sympathised with its 
aim. 

Anger was directed not 
just at the Serbian govern- 
ment and Slobodan Milos- 
evic. the Yugoslav president 
who said last year Belgrade 
would not '‘give up an inch’' 
of Kosovo, where the first 
Serbian kingdom was 
founded in medieval times. 

Some villagers also con- 
demned Robert Gel bard, the 
senior US envoy to the Bal- 
kans. who visited Pristina 


FDP reels from election 


By Ralph Atkins ifl Bonn 

Germany’s small Free 
Democratic party faced 
another setback yesterday 
after a poor state election 
result heightened specula- 
tion the party would be 
wiped from the national 
political stage in Septem- 
ber's federal contest 

Final figures showed the 
party, which is part of Chan- 
cellor Helmut Kohl's r uling 
coalition, failed in Lower 
Saxony by just 6,135 votes 
(out of a total of 4Am cast) 
to jump the 5 per cent 
threshold needed to enter 
the state legislature. 

“Defeats are all the more 
bitter when you are so close 
to your goal," said Wolfgang 
Gerhardt, federal party 
chairman. 

The FDP leadership’s fear 
is that without a reversal in 
its fortunes, the party - rep- 
resented in just four of Ger- 
many’s 16 state parliaments 


- will collapse at the federal 
elections. 

It would be a disastrous 
turn of events, as the FDP 
has been in national coali- 
tion governments for most of 
the post-war years. However 
not only the future of Ger- 
many's liberal-minded 
minority is at stake: without 
the FDP, Mr Kohl would be 
unable to re-form his centre- 
right coalition in 
Bonn, 

The FDP yesterday blamed 
the "Schroder phenomenon” 
for its weak showing in 
Lower Saxony. The contest 
bad become a test of the 
state prime minister Ger- 
hard Schroder’s popularity 
as a candidate to run against 
Mr Kohl. 

But Michael Goldmann, 
the FDP’s candidate in 
Lower Saxony, identified a 
wider problem. 

He said the party also 
faced difficulties in explain- 
ing to voters the benefits of 


its economic reform agenda 
and “that we can achieve 
something good for them”. 

The FDP has refused to 
draw back from a pro- 
gramme embracing tax cuts, 
privatisation, deregulation 
and cutting back the role of 
the state. As sucb it has 
served as the free-market 
conscience for Mr Kohl’s 
governments. 

The FDP has been forced 
to carve out an ever more 
distinct profile by the Green 
party, which has seen 
increasing strength in recent 
months with its opinion poll 
ratings rise to double those 
of the FDP. 

The Green party has sto- 
len the FDP's clothes as the 
party of youth and radical- 
ism. It is also nowadays a 
more likely bedfellow for the 
Social Democrats, something 
that would end the FDP’s 
traditional role as “king- 
maker’ in national coalition 
politics. 



Trouble on foe tracks: French employees of Wagons-Lit-Accor, foe company which provides foe 
c a tering on foe Eurostar, invaded foe tracks in Paris, They delayed one train by an hour Routes 


TERRITORIAL COMMUNITIES FRENCH ADMINISTRATIVE ENTITIES MAY STILL NEED TO GROW UP BUT THEIR TIME COULD BE NEAR 


New regions, new network 


BELGIUM 


A lain Merieux, the 
Rhdne-Alpes busi- 
ness leader and cen- 
tre-right politician, calls 
them “cartilaginous": their 
bones have not yet formed. 
Sylvie Guillaume, a leading 
figure on the political left in 
the area, says they need to 
“become adult”. 

Metropolitan France’s 22 
regions, the newest of Its ter- 
ritorial communities, are the 
adolescents of the country’s 
administrative apparatus. 
Increasingly seen as a sensi- 
ble scale on which to oper- 
ate, and benefiting from the 
view that the French system 
is too centralised for the 
modern world, they may be 
a unit whose time is coming. 

If any region outside lie de 
France, which contains 
Paris, is equipped to emerge 
as a powerhouse in its own 
right, it is Rhdne-Alpes. But. 
in spite of its 5.5m popula- 
tion. and its well-spread 
urban centres including 
Lyons. Grenoble, Saint-Et- 
ietme, Chambery and Ann- 
ecy. its FFr7.4bn <$1.2bn) 
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budget is small compared 
with other dynamic Euro- 
pean regions. 

According to Jean-Jack 
Queyranne, minister for 
overseas territories and 
departements. who stands to 
become president of the 
Rhdne-AJpes regional coun- 
cil in the event of a leftwing 
victory In regional elections 
on March 15, this sum - 
equal to just over Eculbn 
(Sl.lbn) - compares with 
Ecu9bn for Italy’s Lombardy 
and Ecu30bn for Germany's 
Bad en - W tirttemberg. 

This comparatively modest 
budget is confined to three 
main areas: education and 
training, regional develop- 
ment and transport (Rhone- 
Alpes is one of six regions to 
have taken over the organi- 
sation of regional train ser- 
vices), and nurturing condi- 
tions favourable for 
economic development and 
job creation. 

These areas of responsibil- 
ity are not set in stone: the 
rail experiment took effect 
only last year. Michel 


Rivoire. a top adviser to 
Charles Miilon, the present 
centre-right regional council 
president, says that if 
regions come up with con- 
crete suggestions, “there is 
always a possibility of reach- 
ing agreement", 

The patebiness of the 
regions' current role is 
hinted at by the number of 
areas where Mr Miilon 
would like to see more 
power transferred to them. 
These include roads, heri- 
tage. health and social plan- 
ning and tourism policy. 

Daniel Navrot. director of 
Prospective Rhdues-Alpes, a 
political newsletter, argues 
that an important task fac- 
ing the next legislature will 
be “to forge the identity of 
Rhdne-Alpes”. As its com- 
posite name suggests. 
Rhone-Alpes is not a region 
like Burgundy, boasting a 
strong historical heritage. 

Unfortunately, the result 
of next month's poll seems 
likely to make such initia- 
tives difficult. The winner, 
in the sense of who gets 


more seals out of the five- 
headed leftwing-Green alli- 
ance, stitched together in all 
but one departemeut, and 
the ruling centre- right par- 
ties - the RPR and the UDF 
- is too close to call. 

Scarcely in doubt in 
Rhdne-Alpes. as in several 
other regions, is that the 
outcome will leave the far- 
right National Front with a 
disruptive power. 

The party of Jean-Marie Le 
Pen did well there six years 
ago, helped by the propor- 
tional voting system used for 
regional elections, winning 
29 of the 157 regional assem- 
bly seats. It now hopes to lift 
its tally to at least 40. 
though observers say 30-35 
seats is more likely. 

Bruno Gollnisch, the par- 
ty’s regional leader, prom- 
ises it will be the largest sin- 
gle party and “referees of the 
situation”. Though with 
almost no prospect this 
would open the way for Mr 
Gollnisch to become regional 
president, it would be a tell- 
ing symbolic achievement 
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Mr Navrot sees the party 
as beneficiary of the region’s 
preference for the right. 
Rhone-Alpes. he says, ampli- 
fies the right's national score 
by 2 to 4 percentage points. 
But in recent years, these 
extra votes have tended to 
go lo the far-right party. 

This time, he believes, the 
split in the rigbtwing vote 
may be enough to hand an 
edge to the left-Green alli- 


ance. in a result that would 
underline tbe disarray of the 
RPR and UDF after last 
year’s unexpected general 
election defeat, and repre- 
sent a personal victory for 
Mr Queyranne. 

The new president, be it 
Mr Queyranne or Mr Miilon. 
looks set to be deprived of an 
automatic working majority. 

David Owen 


NEWS DIGEST 


last week and denounced the 
rebel group as a ’’terrorist 
organisation”. 

Albanians say those 
remarks and tbe US decision 
to grant Mr Milosevic four 
token concessions - for his 
support of the new Bosnian 
Serb government - gave 
Serbia's nationalist strong- 
man the green light for his 
crackdown. 

"Hello to Gelbard." 
shouted Aziz Salai. a fanner. 
“Where are you now'.' Tell 
him we Albanians are Dot 
terrorists." 

The outpouring of anger 
also brought over 50,000 
people to the streets of Pris- 
tina yesterday, ft was tbe 
biggest protest tbe city has 
seen since 1989. when Mr 
Milosevic stripped Kosovo of 
its autonomy. 

Led by politicians from 
parties that have pursued a 
policy of passive non-con- 
frontation. tbe crowd started 
to march through the city 
and then sat down when 
blocked by a police cordon. 
Demonstrators chanted “we 
want peace" and “Drenila. 
Drenita" - tbe name of the 
region where the villages 
were attacked. 

Police charged with water 
cannons, tear gas and 
batons. Many civilians were 
injured. 

See Editorial Comment 


ROMANIAN ECONOMY 

IMF denies agreeing 
inflation targets 

International Monetary Fund officials yesterday denied a 
report by Romania’s prims minister that it had relaxed the 
country's inflation targets. 

Victor Ciortoea said the IMF had accepted a higher 1 998 
inflation target of 45 per cent up from 37 per cent “in 
conditions in which IMF representatives have reluctantly 
accepted that inflation will be around 45 percent this year, 
conditions are in place to put the budget deficit at 3.6 per 
cent of gross domestic product.” he said. 

But the IMF said it had not agreed to a new inflation tar- 
get. “The only Inflation target the mission discussed was 
37 per cent." said John Hill. IMF resident representative in 
Bucharest. 

An IMF mission left Bucharest at foe weekend, tying 
release of the third of five tranches under a £41 Om 
stand-by loan to sustained reforms- They ended a three- 
week review of reform progress under the loan, which 
expires in May. Reuters, Bucharest 

NUCLEAR SAFETY 

Funds to shut Chernobyl 

The European Bank for Reconstruction and Development 
said yesterday it had switched $1 5m in funding away from 
short-term safety upgrades at Chernobyl's reactor number 
3 to funds for decommissioning the whole plant, site of the 
world's worst nuclear accident in 1 986. 

Officials at the Ukrainian plant have protested against 
the move. But bank officials saki yesterday the switch in 
funding had been agreed with the government In Kiev after 
the plant’s management failed to stick to an earlier agreed 
timetable for upgrading the safety of reactor number 3. 

The reactor is due to keep going until 2000, when It is 
supposed to be decommissioned. But as foe bank contin- 
ues to delay a decision over whether it will lend Ukraine 
money to build two new nuclear plants in return for shut- 
ting Chernobyl down, some officials said the protests 
could be part of a political campaign to keep it going. 

Leyia Boulton, Environment Correspondent 


ITALIAN JEWS 

Fini anti-fascism 'not enough’ 

Leaders of Italy’s Jewish community yesterday welcomed 
the condemnation by foe rightwing politician Gianfranco 
Fini of fascist-era racial !aw3 and the deportation of Jews 
during the second world war. But they said that his com- 
ments were not enough. 

Mr Fini, leader of the National Alliance party which 
traces its roots to Fascism, made the comments in a 
speech at a party congress at foe weekend in which he 
condemned the fact that “so many people were deported 
just because they were Jewish”. 

Mr Fini, who has tried to put foe party's Fascist past 
behind it, told Israeli television that racial laws enacted by 
the dictator Benito Mussolini in 1938 were “a horror”. 

“Evan though his declarations represent a step forward it 
is premature to talk of an opening . . ” said Elio Toaff, 
Rome's chief rabbi. Reuters, Rome 


EUROPEAN RACISM 


More minority jobless 

Unemployment hits the European Union's ethnic minorities 
two to three times more than people of European origin, a 
study prepared for the European parliament's Socialist 
Group said yesterday. 

“Unemployment is foe main problem which endangers 
the social and economic position of immigrated ethnic 
groups," the study of racism in 14 European cities said. 

While 40 per cent of the ethnic minority population in 
Copenhagen was unemployed, the figure stood at 13 per 
cent of foe general population, the study by the Rotter- 
dam-based International Centre of Comparative Urban Pol- 
icy Studies said. In Flotterdam 10 per cent of the popula- 
tion was unemployed, but that extended to 25 per cent for 
immigrants, while in Lille 30 per cent of the minorities were 
unemployed against 14 per cent 

The report said foe divide, mirrored across Europe, was 
the major source of racism between Europe's own poor 
and its ethnic minorities, and posed a threat to 
stability. Reuters, Brussels 


GERMAN STRIKES 

New pressure on pay talks 

Rubbish bins went unemptied and buses stayed in then- 
depots in some 150 German cities yesterday. The OeTV 
trade union said warning strikes by 62.000 public sector 
staff hit services across the country as part of a campaign 
to put pressure on the government a day before the fourth 
round of pay talks for around 3.2m workers. 

Workers are 3 ngry at foe federal government for not 
meeting their demands for a 4.5 per cent overall wage 
increase and for seeking to cut sick pay and pension ben- 
efits. The west German state of North Rhlne-WestphaJia 
was hardest hit. with 21 .000 public workers joining the 
strike action. The talks are the most important of this 
year's round of pay negotiations in Germany, as the pow- 
erful 1G Metall metalworkers' union's pay agreement runs 
until foe end of 1998. The strikes are set to continue 
today. Reuters, Frankfurt 


Stockholm faces corporate pressure over Emu membership 

The ruling Social Democrats may be telling the country to wait and see but Swedish companies do not plan to be patient for long, writes Tim Burt 



Preparing 
for Emu 


The Swedish government 
has decided to abstain from 
European economic and 
monetary union - at least 
for the moment. 

But the country’s largest 
industrial groups are not 
prepared to wait - and the 
Swedish economy is soon 
likely to feel tbe impact of 
the new single currency. 

Although the country eas- 
ily met the main conver- 
gence criteria set out by the 
Maastricht treaty, the gov- 
ernment argues Sweden is 
simply not ready to adopt 
the single currency. Opinion 
polls suggest many Swedes 


remain suspicious of the 
project, and tbe ruling Social 
Democrats are unwilling to 
make a positive commitment 
to Emu before the general 
election in September. 

"There are negative atti- 
tudes towards the EU in 
Sweden, ’’ says Erik As brink, 
the country’s finance minis- 
ter. “Some who voted for EU 
membership in 1991 probably 
believed it would affect their 
dally lives more swiftly and 
more positively.’' 

Unfortunately for Swedish 
proponents of monetary 
union, the country's entry to 
the EU in 1995 coincided 
with a painful recession and 
mounting unemployment. 
Closer ties with Brussels 
were blamed - perhaps 
unjustly - for exacerbating 
the problems. 


But in recent weeks a 
growing number of compa- 
nies have indicated their 
Intention to start using the 
euro next year, whether the 
government supports it or 
not. 

Exporters - among them 
corporations such as Erics- 
son. Electrolux and Volvo - 
could switch from krona to 
the euro for handling 
invoices, transactions and 
balance sheet accounting. 

Has Eklund, chief econo- 
mist at Skandinaviska 
Enskilda Banken. predicts 
that rapid conversion to the 
euro by listed companies 
could undermine demand for 
the krona - leading to an 
outflow of about SKrl30bn 
(S16.1bnj a year. 

“In addition, non-recurring 
portfolio adjustments - 


mainly in the form of 
SKr420bn in currency hedg- 
ing - will adversely affect 
the krona." be adds. 

That is a worst case sce- 
nario. and the likely impact 
on the Swedish currency 
could be reduced if compa- 
nies shift gradually rather 
than overnight to account- 
ing in euros. 

Nils Lundgren, chief econ- 
omist at Nordhanken. main- 
tains that the timing and 
pace of the transition will 
depend largely on when - 
and if - the government sets 
a timetable for joining tbe 
single currency. 

At present. Sweden has 
adopted a “wait-and-see 
approach”, like the UK. hold- 
ing the door open to possible 
Emu membership at a later, 
unspecified date. 




“If companies are told that 
Sweden will join and at what 
exchange rate, then the pres- 
sure on companies to use the 
euro and the knock-on effect 
on the krona will be 
reduced,” he says. 

But the government has 
shown no inclination to set 
any timetable for Emu entry 
and it has held back from 
the European exchange rate 
mechanism. 

Government officials 
argue that to do so would be 
seen as a direct preparatory 
step before entry into mone- 
tary union, for which there 
is little public appetite. 

Yet this public antipathy 
has been largely assumed 
rather than tested. Gtiran 
Persson, the prime minister, 
is not ready to hold a refer- 
endum on Emu. 


That inertia is frustrating 
some industrialists. “It looks 
once again as though corpo- 
rate Sweden will drag a 
reluctant government along 
in its wake. By the begin- 
ning of next year you will 
seen several big groups ref- 
using to do transactions in 
anything but euros." accord- 
ing to the chier executive of 
one of the country’s largest 
companies, who asked not to 
be oamed. 

The Stockholm stock 
exchange has also detected 
the corporate mood. Next 
month the exchange will 
publish the findings of a 
study on how many compa- 
nies will seek euro-listings 
from the start of 1999. tn the 

meantime, ft has already 
decided that companies can- 
not list shares both in euros 


and krona and given the 
choice, most analysts expect 
Sweden's largest companies 
to opt decisively for the 
euro. 

Meanwhile, critics of Swe- 
den's wait-and-see approach 
warn that any hiccup in the 
government's economic 
management - such as rail- 
ing to achieve its target for a 
surplus in public finances or 
increased inflationary pres- 
sures - might turn the ini- 
tial switch to euro into an 
exodus. 

■'If Swedish economic pol- 
icy does not inspire confi- 
dence, the movement to the 
euro may become unstoppa- 
ble" says Mr Eklund at SE- 
Banken. "This may have 
political consequences and 
even force Sweden to join 
Enju earlier than planned." 
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EUROPE 

NEW DEPUTY PRIME MINISTER APPOINTED TO OVERSEE RUSSIA'S RELATIONS WITH FORMER SOVIET REPUBLICS 

Yeltsin continues ministerial musical chairs 


^.. taB ? S ??.. F^8efa,H, fa Mos «w 

The game of musical chairs 
in the Russian government 
continued yesterday when 
President Boris Yeltsin 
appointed Ivan Rybkin, pre- 
viously head of the influea - 
tial security council, as a 
new deputy prime minister. 

Mr Rybkin. who will 
replace one of three minis- 
ters sacked at the weekend. 


will oversee Russia’s rela- 
tions with other former 
Soviet republics. 

Analysts viewed the move 
as a boost for Boris Berezov- 
sky, a powerful Russian 
financier who once served as 
Mr Rybkin’s deputy at the 
security council and who 
retains close linta with his 
former bass. 

Yesterday Mr Yeltsin also 
fired Viktor Mikhailov. 


nuclear energy minister. His 
removal is likely to be wel- 
comed by the west and lib- 
eral officials in the govern- 
ment, who have been 
troubled by his staunch sup- 
port of Russia's mflitary-ia- 
dus trial complex. 

The new ministerial 
appointments, which did not 
touch on the crucial eco- 
nomic or security portfolios, 
were seen as part of the pres- 


ident's broader effort to 
show the country who is in 
charge. 

Since he became leader of 
the Russian Federation at 
the height of perestroika, Mr 
Yeltsin has entrenched his 
authority by keeping his 
subordinates constantly off- 
balance and nurturing con- 
flicts between warring 
groups of ministers and 
aides. 


Yesterday’s changes are 
simply part of the usual, vol- 
atile dimate in the Russian 
government 

As Mr Yeltsin told report- 
ers, when asked if the minor 
reshuffle signalled a broader 
cabinet overhaul: “What 
reorganisation of the govern- 
ment? Ministers come and 
ministers go.” 

"Boris Yeltsin has yet 
again reminded everyone 


that he is the most powerful 
man in the country and that 
everyone depends on his pol- 
icies, and on his whims," 
said Sergei Markov, director 
of the Institute of Political 
Studies, a Moscow- think- 
tank. 

The president granted Mr 

Rybkin the cabinet post in 
part because of his handling 
of Russia’s delicate relation- 
ship with Chechnya. By 


moving to the former Soviet 
republics portfolio, Mr Ryb- 
kin will shift to a less promi- 
nent. but perhaps equally 
frustrating, job. 

Since the collapse of the 
Soviet Union. Russia has 
periodically stated its hopes 
of developing closer ties with 
other former republics. But, 
in practice, economic and 
political connections have 

steadily eroded. 


Meciar takes 
a tighter grip 
on Slovakia 


By Robert Anderson 
in Bratislava 


Vladxnir Meciar,- the prime 
minister seen in the west as 
an insufficiently democratic 
politician, tightened his grip 
on Slovakia yesterday by 
assuming most of the {Unc- 
tions of the country's presi- 
dency. 

He took the opportunity 
provided by the constitution 
to broaden his powers after 
the five-year term of the 
incumbent president, Michal 
Kovac, expired with no suc- 
cessor in sight. 

Mr Meciar and Mr Kovac 
have been political foes in 
recent years, a struggle 
which has made the outgo- 
ing president the focus of 
opposition to Mr Meciar's 
populist-nationalist govern- 
ment. 

Parliament has so far been 
unable to muster the neces- 
sary three-fifths majority far 
a new president, leaving Slo- 
vakia without a head of 
state. 

Mr Kovac himself did not 
stand for a second term 
because he saw he had no 
chance of winning the votes 
he needed. • . ' ' 

The opposition fears Mr 
Meciar wants to keep the 
presidency vacant. This, 
they say. is so that he can 
use its powers lo benefit, his 
party during the run-up to 


parliamentary elections in 
September. 

Last year, bis administra- 
tion sabotaged a referendum 
to Install direct elections for 
the presidency. It has yet to 
nominate its own presiden- 
tial candidate. 

Mr Meciar, whose party is 
trailing the Slovak Demo- 
cratic Coalition (SDK) by 10 
points in opinion polls, is 
reported to have toyed with 
the idea of standing for pres- 
ident himself in the second 
round this Thursday, but 
was unable to attract the 
required 90 votes. 

“When he saw it is not so 
easy to win 90 votes he with- 
drew,” said Dusan Slobod- 
nik, a deputy for Mr Meciar’s 
populist Movement for a 
Democratic Slovakia. "But 
he also decided he had to 
remain as our candidate for 
prime minister .” 

The governing coalition 
would put forward a neutral 
candidate in a future round, 
probably in April, who could 
attract opposition support, 
Mr Slobodnik added. 

The strained relationship 
between Mr Meciar and Mr 
Kovac was among the rea- 
sons Slovakia was left out of 
tiie first wave of European 
Union and Nato expansion 
last year. . 

Mr Kovac repeatedly sent 
back bills and vetoed govern- 
ment appointments. 


Estonia counts the cost of cleaning up for the EU 

Meeting environmental standards set by Brussels could be a a* *een cams y* 

burden for east European applicants, reports Leyla Boulton 


W hen Estonia was 
given the sailing 
event for the 1980 
Olympic games. Moscow 
poured money into building 
the Baltic republic's first 
sewage treatment plant. In 
true Soviet fashion, how- 
ever. the plant was not ready 
in time. 

Two decades later, the 
now-independent nation 
faces a tar more challenging 
timetable. At the end of this 
month Estonia is to begin 
talks on jo ining the Euro- 
pean Union along with 
Poland. Hungary, Slovenia, 
and the Czech Republic. And 
one of the stiffest conditions 
of entry wiD be digesting the 
EU’s environmental law - 
almost 100 regulations cover- 
ing everything from sewer- 
age to car exhaust stan- 
dards. 

Trnpipr ppnting these direc- 
tives and regulations could 
cost the 10 central and east 
European countries that 
hope ultimately to join the 
EU as much as Ecul2Qbn 
(Sl30bn). Despite EU pledges 
of financial assistance to 
help prepare for member- 
ship, the wrench will be 
human as well as financial. 

Perhaps not surprisingly 
given their keenness to join 
the EG, the supplicants 
claim to be undaunted by 
the challenge. VBJu Refljaa 
Estonia's environment min- 
ister, says that the environ- 
ment has become one of his 
government's top priorities. 

Estonia has the advantage 
of being small and enjoying 


significant help from Fin- 
land and other European 
nations. But the challenges 
it faces are similar to those 
faced by bigger applicants 
such as Poland. 

The tiny country plans to 
spend EKrlObn ($690m) from 
its own budget to implement 
an ambitious 10-year envi- 
ronmental dean-up strategy. 
Its problems cover every- 
thing from forestry manag e- 
ment to cleaning up radioac- 
tive contamination left by 
the Soviet regime. 

But Mr Reiljan admits the 
government’s “green’* zeal is 
not shared by public opin- 
ion. A recent opinion poll 
ranked the environment in 
10 th place “because in our 
situation there are more 
important problems such as 
security, education, health 
care and the economy”. 

EU businesses and envi- 
ronmentalists, for their part, 
see the accession of former 
communist countries as both 
an opportunity and a threat. 
Enlargement will not just 
improve Europe's environ- 
ment: it should also mean a 
bigger market for western 
environmental equipment 
and know-how. as demon- 
strated by the “green" aid 
projects already under way. 

Roughly 80 per cent of the 
FM450m ($S2m) spent by Fin- 
land in helping former 
Soviet bloc countries repair 
the environment so far was 
paid to F innish companies 
that carried out consultancy 
and construction work. 

But there is also a fear 


that politicians may be 
tempted to relax the environ- 
mental requirements for new 
members - in a move which 
could hurt both the environ- 
ment and business in the 
older member states. 

Such a course, warns Hitt 
Bjetregaard, the EU’s envi- 
ronment commissioner, 
would bring huge and grow- 
ing environmental problems. 

Business argues that new 

EU members would enjoy an 
unfair advantage if they 
were to gain the freedom of 
a single market without hav- 
ing to assume common envi- 
ronmental obligations. 

Already they complain of 
“ environmental dumping” 
by eastern exporters which 
enjoy lower costs because 
they are not bound by the 
same green curbs as western 
business. 

Allan Gromov, the Esto- 
nian envir onm ent ministry 
official in charge of EU 
affair s expects Finnis h and 
Swedish industry to make a 
fuss over Estonia’s cheap 
but “dirty” oil-shale dectrio 
ity production when it nears 
accession early next century. 
But he also promises new 
business for Estonia’s neigh- 
bours when the country con- 
verts to a gas-fired combus- 
tion plant to generate 
electricity in 10 to 15 years 
time. 

Others argue that the 
threat of newcomers is not 
as great as it is sometimes 
perceived, given the already 
uneven nature of existing 
EU members' environmental 
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performance. “There are 
sources where we are 
equally bad polluters.” notes 
Harro Pitkfinen, manag in g 
director of the Nordic Envi- 
ronment Finance Corpora- 
tion, a western organisation 
that invests in the former 
Soviet bloc. 

Water pollution from agri- 
culture, for instance, 
remains a serious problem 
both east and west. 

So while Ken Collins, 
chairman of the European 
Parliament's environment 
committee, fears that the 
new members could weaken 
environmental progress of 
the EU across the board, he 


can already see one clear 
benefit of their joining. 

The addition to the EU of 
big agricultural producers 
such as Poland and Hungary 
will at last “break the bud- 
get" of the Common Agricul- 
tural Policy, he says. This in 
turn will mean an end to the 
“unmitigated disaster" of 
subsidising agricultural 
over-production to the detri- 
ment of the environment. 

And while Tallinn, the 
Estonian venue for Olympic 
sailing, now treats all its 
sewage, Brussels, home to 
EU institutions, continues to 
dump its raw excrement into 
the local waterways. 


Turkish 
premier 
rules out 
early poll 

By John Baittam in Ankara 


Mesut YUmaz, the Turkish 
prime minister, said yester- 
day he would not call early 
general elections and reaf- 
firmed his commitment to 
push through economic 
reforms to cut- inflation from 
its current 101.6 per cent. 

Mr Yilmaz said bis govern- 
ment was “working with 
harmony and trill continue 
its way with determination.” 
He added: “There is no early 
election on the agenda.” 

He had earlier warned that 
his fragile three-party minor- 
ity government would be 
farced to call elections two 
years early because it was 
unable to push through tax 
and social security reforms 
to cut inflation and win sup- 
port from the International 
Monetary Fund. 

The Istanbul stock mar- 
ket’s main index rose 2.3 per 
cent on his statement. Turk- 
ish governments tradition- 
ally adopt free-spending pop- 
ulist policies in the run-up to 
elections, disrupting the 
economy. 

However, serious divisions 
remain within the govern- 
ment. Mr Yilmaz's conserva- 
tive Motherland party sup- 
ports tough IMF proposals to 
strengthen the social secu- 
rity system, but these are 
opposed by the Democratic 
Left party of BQlent Ecevit 
the deputy prime minister. 
Mr Ecevit favours tax 
changes, opposed by Mother- 
land. which would hit big 
business and the financial 
system. 

The government is also 
divided over the enforce- 
ment of Turkey's secularist 
codes. The military, sup- 
ported by Mr Ecevit, demand 
strict observance of dress 
laws that ban Moslem head- 
scarves and beards in public 
buildings. Motherland, how- 
ever, has taken a more mod- 
erate line. The party 
includes an Islamist contin- 
gent and hopes to win over 
voters who up to now have 
supported the recently 
closed Islamist opposition 
Welfare party. 


* * * 

* • . . * 

* ’ * 
* *■ 
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UK Presidency of the European Union 


FINANCIAL TIMES 
Conferences 


MEDITERRANEAN CAPITAL MARKETS CONFERENCE 

26 & 27 March 1998 
The Guildhall, London 


The British Government, as Presidency of the EU. is pleased to announce this major two day conference, supported by the 
European Commission and FT Conferences. It will examine the fast-growing capital markets of the Southern Mediterranean 
region, and the opportunities they offer for portfolio investment. 


The conference will address: 

. Regional economic prospects and the future development 
Of Mediterranean capital markets 

- What has privatisation achieved? 

Distinguished speaker acceptances Include: 

Mr Eddie George 

Governor of The Bank of England 

Dr Yoossef Boutros-Ghali 
Minister of Economy. Egypt 

Mr Aodrtf Azootay 

Counsellor to His Majesty King Hasson II of Morocco 

Mr Mohamed Gharroooehi 

Minister of International 

Cooperation and Foreign Investment. Tunisia 

Dr Nasser Said! 
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Wbai investors want: success stories from the 
Mediterranean region and beyond 

The role and importance of capital markets: perspectives 
of corporate issuers from the region 


Mr Abdlatif Y Al-Hamad 

Director General and Chairman of the Board of Directors 
Arab Fund for Economic and Social Development 

Ms Joyce E Cornell 

Managing Director 

Scudder Kemper Investments Ir.c 

Mr Kemal Dervis 

Wee President. Middle East AVer* Africa Region 
The World Ber.k 

Dr Mohamed A El-Erian 
European Read. Emerging Markers 
Salomon Smith Barney 

Mis Tzipi Livici 
Director General 

Israel Government Companies Authority 
The Ministry of Finance 
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■ The euro is on its way. On the first weekend 
in May 1998, the member states of the Euro- 
pean Monetary Union (EMU) will be deter- 
mined and the European Central 
Bank established in Frankfurt. 

Germany's prominence as a fi- 
nancial center is thus destined 
to further increase. ■ From its 
Frankfurt headquarters, DG BANK is ideally 
positioned to help business gain a clear- 
sighted view of the complex Euromarket And 
with a presence in the woridls major economic 


THE WIR PRIN2IP 


regions, it offers local expertise in a global 
context ■ Here too, DG BANK operates by 
a principle that makes every customer a part- 
ner in a singular way. We call 
it the WIR PRINZ1P, to which 
DG BANK and its staff are 
wholeheartedly committed. It is 
rooted in the classic tradition of 
the cooperative system finking equal business . 
partners. And it has a great future. Because 
it exemplifies the central idea of partnership: 
mutual cooperation leads to mutual succe ss . 


Head Office; DG BANK, tJ Q- 60265 Frankfurt am Main, Germany. Offices In: Amsterdam, Atlanta, Bangkok. Beijing, 
Budapest. Cayman Islands, Hong Kong. Jakarta, Johannesburg. London, Luxembourg, Madrid, Mexico City, 
Milan, Moscow, Mumbai (Bombay), New York, Parts. Prague, Sfio PautO, Seoul, Shanghai, Tokyo, Warsaw. Zurich! 
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US, UK hit opposition on Iraq threat 


By Laura Sillier in New York 

Britain and the US yesterday 
ran into opposition in their 
efforts to deliver a clear 
threat to Iraq if it violate 
the agreement to allow 
unrestricted access to sus- 
pected weapons sites. 

The 15-member UN Secu- 
rity Council yesterday con- 
sidered a resolution, spon- 
sored by Britain and Japan, 
and backed by the US. which 
would warn Iraq of “severe 
consequences’’ if it violated 

Turkey 

pipeline 

By John Barham in Ankara 

Foreign ministers from the 
Caucasus and central Asia 
yesterday signed a communi- 
que stating their support for 
an east-west pipeline net- 
work to carry oil and gas 
from the energy-rich region 
through Turkey to markets 
in the west 

Ismail Cem, Turkish for- 
eign minister, said "the 
meeting prepared the way 
for political co-operation so 
that development may accel- 
erate according to every- 
one's joint interest”. 

Turkey called the meeting 
of foreign ministers from 
Azerbaijan, Turkmenistan, 
Kazakhstan and Georgia to 
build support for its pre- 
ferred pipeline route. Turkey 
favours a 1.700km link 
between Azerbaijan's capital 
of Baku and the Turkish 
Mediterranean oil terminal 
of Ceyhan at a cost of at 
least $2.5bn. 

Mr Cem said much work 
needed to be done to win 
backing for the Baku-Cey- 
han route, the longest and 
most expensive of proposed 
pipelines. 

Turkey and its regional 
rival Russia both see control 
of pipeline routes as an 
important tool for strength- 
ening their influence in the 
Caspian basin, a region that 
may hold about lOObn bar- 
rels of oil and a similar 
amount of natural gas. 

Washington supports a 
Baku-Ceyhan route as this 
would dilute Russian power 


the agreement, struck by 
Kofi Annan. UN secretary- 
general, in Baghdad last 
week. 

Stymied in divisions, diplo- 
mats yesterday said the 
council’s final version might 
simply warn of "severe" con- 
sequences. If scut would rep- 
resent a climb-down from an 
earlier draft which warned 
of “severest consequences". 

The phrase was changed 
to broaden support within 
the council, to silence objec- 
tions from China, Russia and 

builds 

accord 

and because it avoids Iran. 
Russia did not send a delega- 
tion to the Istanbul meeting. 

Analysts said the commu- 
nique did not necessarily 
bind any of the countries to 
supporting Turkey. They 
expect pressure on countries 
to intensify before a decision 
on a route is made in Octo- 
ber. 

Ministers backed a project 
to transport gas and oil from 
Turkmenistan and Kazakh- 
stan along an underwater 
pipeline from the eastern 
shore of the Caspian sea to 
Baku. They said a feasibility 
study of this route should 
begin as soon as possible. 
They also discussed existing 
plans to pipe Turkmen gas 
to Turkey and the west via 
Iran, a project that Washing- 
ton has not vetoed outright 

Ministers said they would 
work to maintain a “com- 
mercially attractive environ- 
ment for investments”. | 
Western oil companies are 
developing the region’s oil 
and gas reserves. 

Mr Cem warned that Tur- 
key would strongly oppose 
any increase in oil tanker 
traffic through the Bosporus, 
the narrow strait that 
divides Istanbul. Turkey's 
biggest city. Ankara has 
warned that an increase in 
shipping would pose serious 
safety and environmental 
dangers. A rival route pro- 
posed by Russia would 
require tankers to ship oil 
from Black Sea terminals 
through the Bosporus to 
markets in the west. 


France, which, with the US 
and Britain, are permanent 
council members. 

They oppose any draft res- 
olution which would pave 
way for use of force if Iraq 
failed to meet its pledge to 
Mr Annan while the US and 
Britain, to an extent, say the 
authority to use force exists 
in previous resolutions. 

Britain has said a new res- 
olution would be politically 
desirable, if not legally nec- 
essary, to authorise the pos- 
sible use of force. 


Diplomats said yesterday 
council members were 
divided over whether to 
emphasise threats If Iraq 
broke its pledge, or promised 
to ease sanctions if it met 
UN demands for unrestricted 
access to all suspected weap- 
ons sites. 

Celso Luiz Nunes Amorim. 
Brazilian ambassador to the 
UN, one of the 10 non-perma- 
nent council members, said 
some members, of which 
Brazil was one. were seeking 
‘language that would avoid 


implication of automat icity 
and the use of force”. 

The resolution was also 
Intended to signal council 
support for the agreement 
reached by Mr Annan, which 
averted US-led military 
action against Iraq. 

Mr Annan yesterday met 
Nizar Hamdoon. Iraqi 
ambassador to the UN. after 
considering the draft proce- 
dures for the inspection of 
eight presidential sites. 

The agreement, reached 
with Iraqi President Saddam 


Hussein, did not spell out 
procedures for these sites to 
be inspected by weapons 
inspectors accompanied by 
senior diplomats. 

Mr Annan backed the 
arrangement of the “dignity 
police" to reassure Mr Sad- 
dam that presidential pal- 
acre would be respected. 

in au interview with CNN. 
Mr Hamdoon said Baghdad 
would uphold the agree- 
ment. but stressed the pro- 
cess should be conducted in 
3 timely fashion. 


Israel offers 
pullout talks 

By Avi Machfis in Jerusalem 


Israel wants to negotiate a deaf 
lo end its occupation of south 
Lebanon even without a peace 
agreement with Lebanon and 
Syria, the mam power broker In 
the region. Un LuOrani, the vet- 
eran Lebanon co-ordinator in 
Israel s defence ministry, said 
yesterday. 

Earlier. Benjamin Netanyahu, 
the prime minister, said Israel 
was willing to leave south Leba- 
non if the Lebanese government 
provided adequate security 
arrangements. 

Lebanon swiftly rejected 
negotiations, insisting on an 
unconditional withdrawal by the 
No negotiations; Paris Bouez. Lebanon's foreign minister, taHcs to reporters yesterday Picture: Reuters Israelis. 



Zimbabwe unions defy Mugabe 


By Tony Hawkins bt Harare 


Zimbabwe’s Congress of 
Trade Unions fZCTU) is defy- 
ing the government and 
going ahead with a two-day 
“work stayaway” this week 
in a bid to force President 
Robert Mugabe's govern- 
ment to reverse recent tax 
and price increases. 

Last minute negotiations 
between the gove rnmen t and 
the unions came to nothing 
yesterday and the general 
secretary of the ZCTU con- 
firmed that the two-day stop- 
page today and Wednesday 
would go ahead. 

In the run-up to the indus- 
trial action, the trade 
unions, employers and the 


white population have been 
bombarded with warnings 
and threats from ministers 
and government supporters. 
Troops and police will try to 
stop the strike. 

“Drastic and punitive 
action will be taken against 
workers who stay away," 
Nathan Shamuyarira, indus- 
try minister, warned. “Stern 
action" would be taken 
against whites who were 
instigating the action. 

In a statement, Florence 
Chitauro, labour and social 
welfare minister, said those 
who stayed away would lace 
dismissal, and businesses 
which failed to open would 
face unspecified punishment 

The government has no 


room for manoeuvre. The 
budget crisis is already 
severe and becoming more 
so with reports that a fur- 
ther 30.000 ex-combatants 
are demanding similar com- 
pensation to that paid out to 
50,000 former guerrillas. 

A highly successful strike 
then forced the government 
to back down on some tax 
increases, exacerbating the 
fiscal crisis. Recently 
released figures show central 
bulk lending - most of it 
apparently to the govern- 
ment - growing at almost 
ZSlbn f$62m) a month. 

The government has put 
off petrol price increases 
because it fears a backlash 
from the unions as well as 


the knock-on effects on Infla- 
tion - now running at more 
than 24 per cent. Yesterday, 
a leading bank raised its 
lending rate - for the third 
time in the last four months 
- to 35 per cenL 

It is impossible to gauge 
how workers will respond to 
the two-way pressure from 
the unions and from govern- 
ment. Workers fear it will be 
more dangerous to go to 
work and risk being caught 
in the crossfire between the 
police and rioters. 

Employers are anxious 
about government accusa- 
tions that whites have 
organised the strike as 
“revenge” against the land 
takeover policy. 



NEWS DIGEST 


INTERNATIONAL COURT RULING SOUGHT 

Cameroon and Nigeria 
dispute oil-rich peninsula 

Nigeria yesterday asked the International Court of Justice to 
throw out a border dispute case filed by Cameroon over a 
swampy, oil-rich peninsula. AJhaji Abdullahi Ibrahim. Nigeria's jus- 
tice minister, accused Cameroon of seizing tfie BaKasa peninsula 
and undermining talks aimed at resolving the squabble. The two 
nations have sporadically clashed over the peninsula, mostly 
inhabited by impoverished fishermen but thought to contain sig- 
nificant oil reserves. 

Nigeria accused Cameroon of abandoning bilateral mechanisms 
of resolving the dispute over the 50 sq km peninsula, secretly fil- 
ing the case with the UN court in March 1994. C&morocxi is due 
to repond to Nigeria's preliminary objections on Thursday. 

Nigeria also called on the court to allow a regional 
body to determine another disputed frontier st*roundlng Lake 
Chad, where Cameroon says Nigeria has occupied land. Reuters, 
The Hague 


INVESTMENT IN KAZAKHSTAN ' ■ 

Nazarbayev warns on taxes 

Nursultan Nazarbayev, Kazakhstan's president, told foreign jrrvas- . 
tors at a meeting yesterday to observe the laws of Kazakhstan 
and warned them against underpaying their taxes. 

A number of foreign companies which manage or own Kazakh 
enterprises, particularly in the ferrous and non-ferrous metals sec- 
tor, had succeeded in Increasing production, but ware now pay- 
ing fewer taxes than in previous years, he said. 

According to the new criminal code introduced in January, tax . . 
evasion can be punished by up to five years in jail, the president 
noted. At the same time, the president tried to reassure foreign 
investors that Kazakhstan's political and economic policy would 
continue without change. Some 209 Kazakh companies ha/e 
been handed over to foreigners for trust management or are for- 
eign-owned. according to Mr Nazarbayev. 

The reshuffle of the government and the replacement of the 
prime minister last October have caused some uncertainty among 
investors. The public fallout In February between the Belgian 
company Tractebel and the government led to further Insecurity. 

During the meeting with Mr Nazarbayev, foreign investors 
spoke out about the problems they face fn Kazakhstan. Their 
complaints ranged from too much bureaucracy and too high 
taxes to a non-working export regime. Reuters, Almaty 


VIOLENCE IN ALGERIA 


Troops kill 100 rebels 

Algerian troops backed by aircraft have killed 100 Moslem rebels 
in the latest military operation centred an a mountainous area in 
western Algeria, an Algerian newspaper reported yesterday. Sol-. 
(tiers shot the gunmen last week on Felaoucene Mountain in 
Tlemcen province, 440km west of Algiers, said the pro-govern- 
ment newspaper L'Authentique. 

Aircraft cleared the way for soldiers to move against the rebels, 
It said, adding that dozens of dead rebels were buried by com- 
rades on the mountain. It did not say whether there were any 
losses on the government side. The authorities had no comment. ' 

Security forces have been carrying out widespread operations 
against rebels, with newspapers reporting recently that more than 
250 rebels had been killed following a series of massacres of 
civilians- Reuters, Paris 



investor 
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magazine 


UNITED STATES 




You're Invited to The Third Annual 

Investor Relations Magazine 
US Awards 

March 25 1998 

The Grand Hyatt, (Slew York 


3in us for a dazzling evening filled with cei^h^tTon, excitement 
and tribute at the third annual Investor Relations Magazine US 
Awards held in association with BARRON’S, the Dow Jones 
Business and Financial Weekly 


The NIR1 Grand Prix for Best Overall 
Investor Relations 

Sponsored by: The National Investor Relations Institute 
The world's leading professional 
investor relations organization 
Best Annual Report 
Sponsored by. Interpost and Mailfast, 

North America 

Best Senior Management Communications 

Sponsored by: D.F. King 

Best Investment Community Meetings 
Sponsored by: AT&T Teleconference Services - 
Executive Offerings 

Best Use of Conferencing 
Sponsored by: networkMG Conferencing 
Best World Wide Web Sms 
Sponsored by. flowne 

Best Corporate AfiVBmsfNG to the 
Investment Community 

Sponsored by: The Wall Street Journal 

Best Investor Relations for an IPO 

Sponsored by PR News wire 

Best Disclosure Poucr 

Sponsored by: Boston EquiServe limited Partnership 

Best Investor Relations in a 

Contested Takeover 

Sponsored by: Mackenzie Partners, Inc 


Best Use of Technology in Investor Relations 

Sponsored by Business Wire 

Best Communications with the Retail Market 
Sponsored by: ADP Investor Communication Services 
Best European Company IR 
Sponsored by Edelmon Financial Worldwide 

Best Asia/ Pacific Company IR 
Sponsored by: GPSC Group Incorporated 
Best Latin American Company IR 
Sponsored by: Citibank N.A. 

Best Use of Financial Media 
Sponsored by: Financial Times 

Best Investor Relations Officer 
Sponsored by: Georgeson & Company Inc 
Most Improved Investor Relations 
Sponsored by: Dewe Rogerson Inc 

Cocktail reception 

Sponsored by: American Stock Exchange 

Dinner 

Sponsored by: The Nasdaq Stock Market 

in association with 


For information about tickets and tables call Cheryle Hill at 
1 800 7574371 or +1 212 425 9649 


Unfair challenge by no. 4? 


We're often accused of going over the top. But many a 
doughty travel manager knows the benefit of having 
someone on your side who is prepared to kick the resl 
around in order to set the right result. 

Simply choosing a big name to keep things nvwing in the right 
direction doesn't always cut it, does it? What do you do when 
they don't seam to want to get involved? When they obviously 
fail to understand exactly what you need? Your selection 
policy can quickly leave you looking a little vulnerable. 

Portman are no A. We're different. And we're good. This 
means that today more and more companies ate putting our 
name first on the sheet when it comes It) choosing an 
effective travel management service. 

We aim to be m the thick of the action when it comes to 
controlling our clients travel 3pend. Of course, as the UK’s 
largest independent, frequent bookings are very much 
routine for us. 


And our distribution is impressive, with a nationwide 
network of offices and global strength through over 4000 
locations worldwide. Critically, we possess the attitude and 
approach to ensure we score where others don't. 

This tends to mean mat the so-called 'Star signings' cry foul 
when they learn we're on the same pitch. Because they don't 
like to lose. So perhaps it's time to select the only player 
who can consistently take on the opposition - and beat them. 

Pick the right team. Speak to Portman. 

Call Lesley or Brian on 0800 73! 1 627 
E-mail: Icollins9portrnamravel.ci3.uk 
or bttwrierOportfnantraael.co.uk 


Q 

PORTMAN 

!n a league of our awn 
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Merrill Lynch 

on the mouths he has to feed. 



j j bv Merrill Lynch international, 


Europe will see millions of new pensioners over 
the next twenty years. Finding new ways to finance 
their retirement won’t just help them though: it will 
benefit their children and their children’s children too. 
New pensions thinking could transform national 
debts -and the tax burden on people in work. 

All over Europe, Merrill Lynch is showing the way. 
With unrivalled understanding, based on years of global 
experience. And intelligent counsel for governments 
and companies alike. Wisdom on the subject of age 
can make a difference to Europeans of all ages. 

The difference is Merrill Lynch. 



Merrill by nch 


A tradition of trust* 
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WORLD TRADE 


Condom maker in 
Chinese venture 
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By James Xynge b 8a$og and 
Susanna Woyte fa) London 


China yesterday opened its 
condom market to a foreign 
manufacturer - allowing the 
sale of Durex to a populace 
accustomed to getting its 
condoms for free. 

The London International 
Group, which manufacturers 
Durex, said flhina was the 
world’s second largest mar- 
ket for condoms after the 
US. However, most products 
were manufactured by state- 
control led companies, were 
of poor quality and were 
given away only to married 
couples. 

Nick Hodges. UG chief 
executive, said that as China 
became more westernised, 
people were prepared to pay 
for a quality product “We 
are trying to go in and cre- 
ate a premium market," be 
said. “There is a middle-class 
there which wants to go on 
to branded products - and 
condoms are no different 
from any other product.” 

There will be a large 
advertising campaign - to be 
conducted in strict co-ordi- 
nation with Chinese authori- 


US seeks 
tougher 
trade 
rules 


By Heather Bonrfaeao 
in Washington 

The US will seek to 
strengthen trade rules in the 
World Trade Organisation 
and new regional and bilat- 
eral agreements, Charlene 
Barshefsky. tbe US trade 
representative, said at a con- 
ference in Washington yes- 
terday. 

Ms Barshefsky outlined 
the US trade policy agenda, 
focusing on more open mar 
kets for agriculture, services, 
intellectual property rights 
and government procure- 
ment. She emphasised the 
Clinton administration's 
desire to include workers' 
rights and core labour stan- 
dards in the WTO and to ini- 
tiate trade policies that 
include environmental pro- 
tection. 

The US will seek to negoti- 
ate agreements to expand 
the coverage of the Informa- 
tion Technology Agreement 
and the Agreement on Phar- 
maceuticals. In addition. Ms 
Barshefsky called for mutual 
recognition agreements in 
professional services and 
electronic commerce. 

Also on the agenda are the 
expansion of the trading sys- 
tem to include China, Russia 
and other nations wishing to 
join the WTO under open 
market terms, as well as 
three regional programmes. 

Washington will also con- 
tinue to contribute to the 
Asia Pacific Economic 
Co-operation forum, which 
was launched to eliminate 
tariffs and expand trade into 
and out of the region. As a 
result of the Free Trade 
Agreement of the Americas 
the US hopes to mare than 
double its exports to Latin 
America. And a new pro- 
gramme, pending congressio- 
nal approval, aims to encour- 
age more trade and 
investment in Africa. 

Despite some expected dif- 
ficulties over mutual recog- 
nition and global electronic 
commerce, Ms Barshefsky 
expects the US relationship 
with the EU to continue to 
strengthen. 

Ms Barshefsky also urged 
Congress to approve the IMF 
funding requests. "We can- 
not and must not turn our 
backs on events in Asia. The 
US has enormously impor- 
tant economic and national 
security interests at stake in 
promoting restoration of 
financial stability in Asia.” 
she said. 

“Our success depends on a 
vision that sees tbe future of 
the US in the 96 per cent of 
global consumers that live 
outside our borders." 


ties - to help overhaul the 
rather dull image that con- 
doms have in China today. 
Most of the L2bn manufac- 
tured annually are given 
away as part of China’s 
drive to keep its birth rate 
low. Yet condoms are the 
chosen contraceptive of only 
about 4 per cent of the adult 
population. 

“We have to try to make 
them seem as pleasurable 
devices,” said Mr Hodges. He 
said an increase in the num- 
ber of sexual relationships 
outside marriage and grow- 
ing levels of awareness of 
sexually transmitted dis- 
eases would also drive 
growth. 

UG is entering a 50-50 $7m 
joint venture with the Qing- 
dao Latex Company, tbe sec- 
ond largest of China’s six 
suppliers of condoms to tbe 
state - and manufacturer of 
the relatively popular “dou- 
ble butterfly” brand. 

It hopes to have 5 per cent 
of the market - currently 
estimated at 2.4m branded 
sales a year - within four 
yeans. There was scope for 
expansion and investment 
beyond tbe initial $7m if 


sales went well. 

Mr Hodges said that the 
Chinese authorities were 
willing to open their market 
partly because they hoped to 
reduce the cost of making 
condoms only to give them 
away, and partly out of a 
recognition that locally 
made products were some- 
times faulty. LIG already 
sold some condoms to the 
Chinese through the Hong 
Kong market 

The joint venture, the 
Qingdao London Interna- 
tional Latex Company, Is to 
be located in the eastern city 
of Qta gufan and will manu- 
facturer Llm condoms annu- 
ally starting later this year. 

“We are putting in tech- 
nology and management of a 
factory which will produce 
to western standards,” said 
Mr Hodges. 

“We are putting in the 
proper quality controls, 
using the standard methods 
we use elsewhere.” 

Tbe joint venture will ini- 
tially manufacture a basic 
range of Durex. 

However, other varieties, 
including flavours, might be 
added later. 



M ta faool Moore, UG chairman, left, and Mcholas Hodges, chief 
executive: condoms are no di fferent from any other product 


Latin America looks to 
EU trade to balance US 


By James Wilson 
fat Panama City 


Officials from the European 
Union say they are sighting 
success in efforts to improve 
trade relations with Latin 
America - and are contrast- 
ing it with the difficulties of 
a US-led free trade project 
for the Americas. 

When European foreign 
ministers wrapped up an 
eighth annual meeting last 
month with Latin American 
governments of the Rio 
Group, officials said prepara- 
tions for next year's EU- 
Latin American summit in 
Rio de Janeiro were going 
well. 

They said moves toward a 
variety of trade accords 
between Europe and Latin 
America were advancing. 
One EU official said that, 
after the failure by US Presi- 
dent Bill Clinton to secure 
fast-track negotiating 
authority for trade agree- 
ments last year, “many in 
Latin America t hink Europe 
is a better bet”. 

The European strategy of 
advancing trade talks 
region-by-region at varying 
speeds was also preferred, he 


said. But while Europeans 
talk up their relations with 
Latin American govern- 
ments, they face one incon- 
venient development: 
Europe's falling share of the 
American market. 

Europe’s share of Latin 
American trade has dropped 
from 23 per cent in 1990 to IS 
per cent in 1996. The US still 
supplies two-fifths of imports 
into Latin America and the 
Caribbean, while Latin 
America has also run a trade 
deficit with Europe since 
1993. 

Yet. there is among many 
Latin governments a desire 
to use Europe to balance 
these growing links with the 
US. 

Europe has won friends by 
opposing the US stance on 
issues such as its “decertifi- 
cation" of countries with 
poor anti-drug enforcement 
records, or on Cuba, which 
will be Invited to next year’s 
summit 

While tbe final Panama 
communique did not men- 
tion by name the US’s 
Helms-Burton law prohibit- 
ing dealings with Cuba, 
there was criticism of such 
an approach. 


“We never believed that 
sanctions would work," said 
one EU official. “There is 
still a treatment of Cuba as 
if the cold war were still 
going on. Our position is 
that you include them, not 

exclude them.” 

Moreover. Mercosur, the 
grouping of Brazil, Argen- 
tina, Paraguay and Uruguay, 
already trades more with the 
EU than the US and is work- 
ing towards a future free 
trade agreement with the 
EU. Talks between the EU 
and Mexico on trade liberal- 
isation are on course to 
begin later this year. 

Rodrigo Vega, an analyst 
from Chile’s Latin American 
Centre for European Rela- 
tions (Celare), said: “I have 
seen the EU process and 
seen how, little by little, it 
advances. The Free Trade 
Area of tbe Americas is not 
advancing.” 

Yet in those sectors 
viewed as trade priorities by 
Latin American govern- 
ments - such as textiles and 
agriculture - the EU has yet 
to make concrete commit- 
ments. Food trade is seen as 
a particular problem. 



Georgia seeks to provide best route to the East 


Upgrading the port of Poti is part of an 
effort to win traffic to Transcaucasia and 
central Asia, writes Selina Williams 


traffic (feme m) 


T ime seems to matter 
more than anything to 
the Georgian Black Sea 
port of Pott. On the one hand 
it is on Poti’s side in the 
battle with the nearby Rus- 
sian port of Novorossiysk to 
deliver European and Turk- 
ish goods to the Transcauca- 
sus and central Asian coun- 
tries. On the other, it is 
running out in Poti’s efforts 
to upgrade facilities to meet 
fast-growing demand. 

Container traffic through 
this strategically located 
port os the crossroads 
between Europe and Asia 
has doubled each year smw 
19SS - and conservative esti- 
mates are that by 2002 total 
port traffic could also double 
to more than 4m tonnes. 

“In two to three years we 
could be seeing a bottleneck 
here If existing problems 
aren't addressed,” said Bodo 
Rossig, bead of a project to 
develop Georgia's ports 
financed by the European 
Union's Tacis programme, 
which provides technical 
assistance to the Common- 
wealth of Independent States 
of the former Soviet Union. 

Even on a Sunday dockers 
at Poti can be seen unload- 
ing bananas, a new and pop- 
ular product for the Tran- 
scaucasus in the post-Soviet 
era. But the 20-year-old 
cranes, many of which are in 
need of repair and spare 
parts, extend what would 
normally be an eight-hour 
job in a modem European 
port to two days in Poti, said 


Djemal Topuria of Cautrex. 
the agent and freight for- 
warder for the shipping com- 
pany Sealand in the Tran- 
scaacasus and Central Asia. 

One of some 19 agents 
operating In Poti, Cautrex 
has alleviated some of the 
problems encountered at the 
port’s only existing con- 
tainer terminal by building 
its own off-dock container 
terminal last year which ran 
handle up to 1.200 teu 
(twenty foot equivalent 
units) a month. Cautrex has 
seen its container trade 
increase from 3,000 tea in 
1994 to 11,000 teu last 
year. 

Although containerisation 
in Poti accounts for only 
about 25 per cent of traffic 
compared with 80 per cent in 
most of the rest of the world, 
it is growing and putting 
pressure on existing facili- 
ties. Specialisation during 
Soviet times meant that 
Poti’s business was primar- 
ily general bulk cargoes; 
containers were sent to a 
Ukrainian port 

Since the collapse of the 
Soviet Union and indepen- 
dence in 1991, however, car- 
goes and trade routes have 
changed. Where once grain, 
manganese, bauxite and coal 
were shipped out of the 
Soviet Union through Poti. 
now the part serves as tbe 
export route for cotton and 
copper from Uzbekistan and 
aluminium from Tajikistan, 
It is also the import route for 
materials for pipelines and 
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equipment for oil explora- 
tion and drilling in the Cas- 
pian Sea as well as con- 
sumer goods and food from 
Turkey and Europe bound 
for tbe Trans Caucasus and 
central Asia. 

Poti’s 15 berths are all con- 
nected to rail heads so car- 
goes can be loaded straight 
on to trains and dispatched. 
That and Poti’s location at 
the hub of a transport corri- 
dor that gives landlocked 
but mineral-rich central 
Asian states an alternative 
route that is not through 
Russia, have made it the pre- 
ferred choice for many ship- 
pers. 

But Poti faces stiff compe- 
tition from Novorossiysk, 
which is a larger port, while 
Russian railways are being 
as flexible as possible to 
attract cargo. Although the 
southern route through Poti 
is shorter, a unified Russian 


rail network means that 
goods can go from Novoros- 
siysk to Kazakhstan in cen- 
tral Asia on one tariff. Goods 
entering Poti have to tra- 
verse at least three different 
tariff zones before reaching 
the same destination. 

However, although this 
can mean that Georgian rail 
tariffs can be up to 15 per 
cent higher on some cargoes 
than Russian tariffs, cargoes 
coming through Poti can 
arrive up to three days ear- 
lier in central Asia than the 
same cargoes travelling from 
Novorossiysk. 

Meanwhile governments 
In Transcaucasia and central 
Asia are working on unify- 
ing tariffs to make the 


southern route more compet- 
itive. 

But old habits die hard. In 
spite of the fact that customs 
offices are now provided 
with computers, cargo is fre- 
quently delayed because 
vital information is not 
transferred before tbe cargo 
arrives. 

Port officials said that if 
modernised the port could 
handle up to 7m tonnes a 
year. “Central Asia is a 
potentially rich region 
because of the oil and miner- 
als." said Djemal Inaishvili, 
the port director. “And we’re 
hoping most of that will 
come through Poti. Com- 
pared to Novorossiysk, we 
have speed on our side.” 


Georgia set to 
reinforce oil 
corridor role 


By Seftaa WBfiams in Tbilisi 


Chevron Overseas Petroleum 
of the US and Caspian 
TransCo of the UK yesterday 
signed a contract with the 
Georgian government to ren- 
ovate and extend an oil pipe- 
line that will carry Kazakh 
crude oil from Azerbaijan 
through Georgia to interna- 
tional markets after comple- 
tion next year. 

A 232km stretch of an 
existing Soviet pipeline, 
from Khashuri in Georgia to 
the Black Sea port of 
Batumi, will be repaired by 
July this year at a cost of 
some $2m. 

A new section of some 
500km from Khashuri to 
Dubendi in Azerbaijan will 
later be constructed and fin- 
ished by mid-1999. said Okan 
Tapan. president of Caspian 
TransCo. the operator of the 
pipeline. 

“This is another step in 
our long association with 
Georgia." said Richard 
Matzke. president of Chev- 
ron. which began shipping 
oil by rail across Georgian 
1996. 

Last year Chevron shipped 
lm tonnes of crude from its 
huge Tengiz fields in Kaz- 


akhstan by barge to Azerbai- 
jan and by rail to the Geor- 
gian port of Batumi. The 
pipeline, that could carry tip 
to 7m tonnes annually, win 
be available for use by other 
oil-rich Caspian Sea states 
including Russia, said Mr 
Matzke. 

Experts estimate the Cas- 
pian Basin could hold over 
lOObn barrels. 

The announcement is a 
further success for Georgia, 
which began renovating 
another pipeline in 1996 and 
hopes to win the big prize of 
a main export pipeline from 
Azerbaijan to international 
markets that could handle 
peak production of 800.000 
barrels per day (ti/d). 

The first pipeline, which is 
due to start operating by the 
end of this year, will carry 
100,000 b/d of oil from Azer- 
baijan’s first international 
oil consortium to the Geor- 
gian port of Supsa. 

Georgia, which has been 
promoting its benefits as a 
transport corridor between 
Europe and Asia, is becom- 
ing an increasingly impor- 
tant player in the region in 
the search for export routes 
for oil and gas from land- 
locked Central Asian states. 


Prescription drug sales 
rise 6% to $166bn 


By Daniel Greet) in London 

Prescription drug sales in 
the 10 top markets rose 6 per 
cent to $166bn during 1997. 
according to data published 
today. 

The gain was modest com- 
pared to recent years, 
largely as a result of Japa- 
nese government cost-con- 
trol measures and a slow 
start to the influenza season. 

Sales in Japan fell l per 
cent to $41.7bn,’ excluding 
currency movements, 
according to figures released 
by IMS International, a spe- 
cialist market research com- 
pany. The main reason was 

round of drug price cuts in 

April 1997. 

North America remained 
the drug industry's most 
lucrative market. US drug 
sales rose 10 per cent to 
$66.5bn. and those in Canada 
climbed 12 per cent to 
$4,lbn. 

In Europe, the fastest 
growing market was Spain, 
with sales up 10 per cent to 


$19 bn. Also doing well were 
the UK and the Netherlands, 
both showing sales increases 
of 7 per cent to $7.7bn and 
$L9bn respectively. 

The German government, 
however, renewed its efforts 
to control drug costs, with 
sales there rising only 2 per 
cent, to $14.7bn. 

Sales in France and Italy 
were up 4 per cent and 5 per 
cent to $13.7bn and $8-7bn 
respectively. 

By medical area, tbe fast- 
est growing sector was ner- 
vous system drugs, which 
include top-selling anti-de- 
pressants such as Prozac, 
made by Eli Lilly of the US, 
and a new generation of 
schizophrenia drugs. 

Nervous sys te m drug sales 
rose 12 par cent to $23.5bn. 
The driving forces were the 
US, UK and Spain, register- 
ing sales growth of 16 per 
cent, 16 per cent and 20 per 
cent respectively. 

By contrast nervous sys- 
tem drug sales in Japan, 
where the sector has long 


been relatively small, fell 2 
per cent to $2.6bn. 

The biggest single market 
is heart drugs, with sales up 
6 per cent to $33.8bn. Sales of 
older drugs such as Bristol 
Myers Squibb’s blood pres- 
sure drug Capoten have been 
hit by patent expiries. 

The declines have been 
outweighed by rapid growth 
in sales of cholesterol-lower- 
ing drugs, especially Li pi tor. 
sold by Pfizer and Warner- 
Lambert of the US. 

Tbe Importance of choles- 
terol-lowering drugs is seen 
in which countries have 
experienced tbe most growth 
in heart drugs. Sales were up 
13 per cent to $12.4bn in tbe 
US and op 11 per cent to 
$1.49bn in the UK. 

Some of the highest profile 
clinical trials that have 
finked high levels of choles- 
terol to heart disease have 
been held in the UK and US. 
In Japan and Germany, by 
contrast sales were almost 
unchanged in 1997 at $7.6bn 
and $3.7bn respectivdy. 
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Of course we’re proud of our digital cameras, 
but this is enough to make us blush. 


Retail Vision (US). Best Product — Hardware. Fall 1997, (Product Line) 
PC Photo (US). Edi let's Choice. Nov Dec 1997. ( Product Line) 
UacwoHd (US). Eddy Award -Best Hardware Product”. “'Best Digital Camera*’. Jan 1 998, (D-600L) 
Consumer Electronics Show) CHS > (US). Innovation Award 1998. (D-600L) 
Popular Science (USL “Best of What’s New” Grand Award — Photography. 1 1 Nov 1997. ( D-600L) 
• •_ i Publish i LSI Impact 199" Award Winner, (D-600L) 

t • •?'* Boot (US), “Digital Sbootctt!" Perfect 1 0 Score. Feb 1 998. i D-600L ) 

Home PC (Li Si. Reviewers’ Choice. Feb I99S, (D-600L) 
• PC Graphics & Video (US). Editor's Choice. Top 50 Creative PC Products 1997. Dec 1997. (D-bOOL'D-SOOL) 

Digital Focus i L SI. Five Stare. Sept 1 997. ( D-600L ) 

PC. Magazine (USL Editor's Choices, Feb 1998. (D-500L) 

PC Computing (L'S). MVP Award. Five Stare. Nov 1997. (D-320L) 
. Consumers Digest (USL “Best Buy — Digital Cameras*. Nov Dec 1997. (D-320LD-220L) 
Small Business Computing \ USl “Best Buy*. Jan 1998, (D-320L) 
Mac Addict *LS>- “Can’t Miss Peripherals”. Dec 1997. (D-320L) 
. .. _ . ... &pup (USL Best Overall Digital Camera. Winter 1997. (D-320L) 

Digital Photo (US). “The 10 Best Digital Cameras*. Nov 1997. (D-320L) 
PC Compicing (US), A List. Dec 1997. (D-320L) 
Petersen 's PHOTOgraphic (USL Editor’s Choice Award. Nov 1 997. ( D-320L ) 
PC Magazine (US). Technical Excellence Award 1997 Finalist. (D-320L) 
Macworld Expo - Boston (LS). “Best of Show". Aug 1997. (D-320L) 
Advancing Digital Photography Forum (Lyre Research) (US). 
“Most Compelling Digital Capture Product of 1997", ( D-320L) 
Equip ( USL “Best Value — Digital Cameras". Winter 1 997. ( D-220L) 
Family Photo |L'S>. Editor's Choice — Five Stare. Dec 1997. (D-220L) 
Chasseur d images ( France}. Digital Camera of the Year. (C-M00L) 
Info PC ( France). Star 9S Product, (C- J 400L) 
PC Direct (France). Best Buy. (C-1400L) 
PC~fVurid Sorge VSorway k Computer Product of the Year J997. ( C-J400L) 
Afienposten (Norway). Best in test, (C-1400L) 
PC magazine Xorge (Norway). Best in test. (C-1000L) 
. • . . PC World Sorgc (Norway). Best in test. (C-SQOLl 

H menu I Norway ). Olympus in the Fast lane. (Product Line) 
PC Professionell (Germany L "The Best — Editor's Choice". Jan 1 998. (C- 1 4Q0L ) 
• • Color Foto < German v 1. "Supero — Editor's Choice* Jan 199S, (C- 1 400L) 

MacMAGAZIS «£ Maccasy (Germany). “Best Buy". Sepi 1997, (C-820L) 
SlacMAGAZIX A Macros y f Germany I. “The best in its class". N’ov 1 997, (C- 1 4U0L ) 
ALiCiP (Germany I. “very good". Dec 1997. (C-I400L) 
computer foto (Germany), ‘“very good— the best among the snapshot cameras". Dec 1997, (C- l-KXJLj 
c’t 1 5/97 (Germany), “Olympus’s quantum leap — real digital alternate e for amateur photographers". 1 997. (C- 1 400 L) 

/oro.U.-KJ.-iZA'C (Germany i. “super" Jan 1998. (C-MOOLi 
win (Germany), “good". Dec 1997.1C-820L) 


plus (Germany ), “very good". Dec 1997, (C-820L) 

Macwelt (Germany), “good”. Dec 1997, (C-820L) 
fotoMA GAZIN E (Germany), “very good” Dec 1997, (C-820L) 
computer foto ( Germany L “very good”. Nov 1997. (C-820L) 

A LlCl'P (Germany), “good". Nov 1997, (C-820L) 

Color Foto (Germany), “very good". Dec 1997 (C-820L) 

PC SHOPPING (Germany), "superb". Jan 1998 (C-820L) 

Xihon Keizai Shimbun (Japan). “The 1997 Nikkei Awards for Creative Excellence m Products and Services” (C-I40OL) 
Mac Fan (JapanL “MVP *97“. (C-1400L) 

PC Computing (Japan), “MVP Award Japan” Mar 1998, (C-I400L) 

Sikkei Writ PC (Japan). Close-up “Editor’s Choice". Dec 1997. (C-I400L) 

Oh! PC (Japan), “Best Choice". Dec 1997. (C- 1000L) 

HOME PC (Japan). “’97 Best PC & Digital Award — 1st Place Digital Camera”. Mar 1998. (C-1000L) 

Yahoo Internet Guide Japan (Japan). “Cool Tools — 1st Place in the Digital Camera Categoiy". Nov 1997, (C-820L) 
Macivorld (UK.). “Editors* Choice 4-Slar Award", Mar 1998, (C-1400L) 

Electronic Imaging (UK), “high quality images". Jan 1 998. (C-1400L) 

Professional Photographer and Digital Pro (UK), good review. Feb 1998, (C-1400L) 

Tomorrow's Technology Today (UK), “overall score of 8 out of 10", Feb 1998. (C-1400L) 
filial Digital Camera Magazine (UKl “again. C-1400L is unrivalled", Nov, Dec 1997. (C-I400L) 

Amateur Photographer (UK). “83® c of mmitest rating”, Jan 1998, (C-1400L) 

Practical Photographer (UK), good review. Jan 1998, (C-1400L) 

T3 Magazine (UK), good review, Feb 1998, (C-820LVC420L) 

PC Pro (UK). “PC Pro Quality Award”. Feb 1998, (C-X20L) 

What Digital Camera Magazine ( UK), good review. Nov 1997. (C-820L) 

Magazine Exame Infomiatico (Portugal), good review. Nov 1997. (C-1400L) 

Guia TV: A Capital (Portugal), good review, Oct 1997, (Product Line) 

Turn Foiografi (Italy), “opens a new era", (C-1400L) 

Fotographia (Italy), "high quality digital images". (C-820L) 

Elebronihulden (Sweden), “Best Picture Quality”. "Best Buy". Jan/Feb 1998, (C-J400L) 

BUG (Croatia). “The Best in 1997— The Winner". (Product Line) 

VIDI (Croatia), “The Best in 1997 — The Winner", (C-J400L) 

MOJ MIKRO (Slovenia). “The Best Digital Camera in 1997 — The Winner", (C-1400L) 

AfOXfTOR (Slovenia), “The Best Digit al Camera in 1997 — The Winner”, (C-I400L) 

Foto & Doka ( Holland). Topclasse Award. (C-1400L) 

Invex ’97 (Czech Republic), “Crystal Disc”. Oct 1997, (C-I400L) 

Modemi sekretariut (Czech Republic). “Crystal Disc", Nov 1997. (C- 1400L) 

Office (Czech Republic), “Crystal Disc", Nov 1997, (C-I400L) 

LanCom (Czech Republic). "Crystal Disc", Nov 1997, (C-1400L) 

EKONOM (Czech Republic). “Crystal Disc” Nov- Dec 1997, (C-14O0L) 

Advanced {Czech Republic), "Crystal Disc”, Oct -Nov 1997, (C-1400L) 

■Please note that products Kate diflerem model numbers in the US market: 

C-I400L(D-600L in the US market). C-IOOOL iD-500L):C-820L(D-320L);C-420L (D-220L.) 


To be honest, the overwhelming response to our Camedia Digital Camera has been more than we expected. 

We can’t say we're really all that surprised, though. With features like a large, 2/3-inch CCD and 1,410,000 pixel resolution combined with precision lenses in our new C-1400L, 
we’re creating digital cameras that produce film-quality prints. So if you haven’t experienced Camedia Digital photography yet, maybe it’s time you did. 

And don’t worry. We can stand a little more attention. 



(AM9IA 

High-Grade Digital Camera & Digital Color Printer 


c/maC~1400L 

•1.4lDJCG-pn®! CCD 
-1 ,280 x ■ ,024-pKel ultra 
nah-rescJuticn image 
■Powers 3> zoom SLR 
.■35-1 10 mn on 35 mm 
carnsra' 

-Excha-Sesh’s SmartMedia 
iSSFDC? mem-"")' csri 


Mii-l a 


cwtffiiA C-1000L 

•550. 000- pixel CCD 
•1,024 x 768-prxel high- 
resolution image 
•Powerful 3* zoom SLR 
150-150 mm on 35 mm 
camera) 

•Exchangeable SmartMedia 
(SSFDC1 memory card 



cam®iaC-820L 

•1,024 x 768- pixel hjgh- 
resdutran Image 
•Olympus 5 mm F2.8 lens 
f36 mm on 35 mm camera) 
•Exchangeable SmartMedia 
(SSFDQ memory card 
•Large 5.1 cm TFT LCD monitor 
•Video output 



oumC- 420 L 

•640 x 480-pixel mage 
•Olympus 5 mm F2.8 tens 
(36 mm on 35 rrm camera) 


(SSFDS) memory card 
•Large 5.1 cm TFT LCD monitor 
•Video output 


OPTICAL CO., LTD. Tokyo, New York, Hamburg, London, Paris 
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Microsoft bows 
to EU pressure 


By Louisa Keftoe 
In San Francisco 


Microsoft has bowed to 
pressure from European 
competition authorities and 
revised its software licensing 
agreements with internet 
service providers to remove 
controversial “exclusivity" 
clauses. 

Microsoft said it had filed 
a statement to the European 
Commission's competition 
regulators on Friday, detail- 
ing changes In its agree- 
ments with internet services. 
These agreements had previ- 
ously prevented the services 
from promoting internet 
browser software written by 
Microsoft's competitors. 

The move came in advance 
of a Washington hearing 
before the Senate judiciary 
committee due today, at 
which Bill Gates, Microso- 
soft’s chief executive, and 
several other software and 
computer industry execu- 
tives are to testify. 


The hearing is expected to 
focus on Microsoft’s business 
practices, which are coming 
under intense scrutiny by 
the anti-trust division of the 
US Justice Department, com- 
petition regulators from sev- 
eral US states as well as 
authorities in Europe and 
Japan. Microsoft’s "exclu- 
sive" agreements with inter- 
net service providers and 
others are believed to have 
been of particular concern to 
European competition regu- 
lators. Most of the agree- 
ments Microsoft signed were 
with European internet ser- 
vice providers. 

Under the terms of these 
agreements, the internet ser- 
vices gave exclusive promo- 
tion to Microsoft's Internet 
Explorer browser software. 
In return the services were 
included in a list of available 
services pre-installed on new 
personal computers that use 
the Microsoft Windows 95 
operating system. 

The European Commission 


said last year that it was 
looking into Microsoft's 
arrangements with internet 
services. The Justice Depart- 
ment is also believed to have , 
been investigating "exclusiv- 
ity” clauses in various agrees 
ments between Microsoft 
and third parties. 

Microsoft said it had made 
two changes in its agree- 
ments with internet sendees. 
The services would no lon- 
ger be subject to removal 
from the “menu" if theft- 
sales of Microsoft software 
fell below 75 per cent of their 
browser sales. Also, the ser- 
vices would be allowed to 
promote and advertise com- 
peting browser software . 
but only to the same extent 
as they promoted the Micro- 
soft product. The change is 
not expected to have a big 
impact on the marketing or 
sale of browser software. 
However, it signals that 
Microsoft Is willing to back 
down under pressure from 
competition authorities. 
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Increase Brazil’s 
in US trade 
business balance 
failures improves 


BK Gates; testifying today 


ECONOMIC ACTIVITY MANUFACTURING SECTOR SHOWS INCREASE IN FEBRUARY 


Canadian GDP 


US growth maintains momentum grew 3 , 8 % in 1997 


By Nancy Dunne in Washington 

Economic activity in the US 
manufacturing sector rose in 
February at a faster pace 
than the previous month, as 
the US economy seemed to 
shrug off damage from the 
Asian crisis. 

A closely watched index 
released yesterday by the 
National Association of Pur- 
chasing Managers rose to 
53.3 per cent last month 
from 52.4 per cent in Janu- 
ary. At the same time 
reports released by the Com- 
merce Department for Janu- 
ary recorded a strong gain in 
personal income, moderate 
savings and a thriving con- 
struction sector. 

Although analysts still 
voiced concern about the 
impact of the Asia crisis. 


particularly on US trade, the 
momentum from last year's 
solid 3.9 per cent growth rate 
seems strong enough to 
maintain a healthy but non- 
inflationary pace at least 
through the first quarter. 

Manufacturing employ- 
ment continued its recent 
trend, showing slight growth 
in February, the NAPM said. 
Prices paid by manufactur- 
ers are still de clining But 
new export orders failed to 
grow, for the second consec- 
utive month. 

Merrill Lynch, which has 
been predicting widespread 
fallout from Asia's problems, 
yesterday said: “The manu- 
facturing sector is only 
beginning to feel the nega- 
tive effects of the Asian cri- 
sis. and therefore modera- 
tion in this sector is likely to 


be gradual Both the export 
and price indices remain 
below 50, indicating weak- 
ness in exports and little pri- 
cing power for manufactur- 
ing.'’ 

Americans' personal 
income increased a solid 0.6 
per cent during January, 
driven by cost-of-living 
increases for Social Security 
recipients and pay rises for 
federal employees. Without 
these components, personal 
income still rose 0.5 per cent 
Disposable personal income 
jumped 0.8 per cent 

Consumer spending rose 
at a moderate 0.4 per cent 
during January, the «»mp as 
in December and November. 
Americans also saved more 
during the month - *258bn 
compared with $232bn in 
December. Personal savings 


as a percentage of disposable 
personal income was 4^ per 
cent in January, compared 
with 3.9 per cent in Decem- 
ber. 

Construction spending, 
boosted by favourable mort- 
gage rates, advanced 0.7 per 
cent during January, after 
recording a 0.5 per cent 
increase a month earlier. 

Concern about the trade 
picture, however, was 
expressed yesterday by Wil- 
liam Daley, commerce secre- 
tary. He warned tbat the 
troubled Asian economies 
could not “turn it around" 
without increased Japanese 
imports. "There is remark- 
ably little sense of urgency 
in Japan, and not enough 
realisation of the negative 
impact they’re having on the 
rest of Asia." 


By Scott Morrison in Toronto 

The Asian economic crisis, a 
postal strike and a fall in 
business investment reduced 
Canadian growth in gross 
domestic product to an ann- 
ualised 3 per cent in the 
fourth quarter of 1997. 

While matching expecta- 
tions, the Canadian econo- 
my’s output in the final 
three months was signifi- 
cantly weaker when com- 
pared with the 4.7 per cent, 
5.2 per cent and 3.9 
per cent growth rates in the 
first three quarters of the 
year. 

The country’s output of 
goods and services rose 0-7 
per cent to C$810bn 
fiJS$574bn) from C$804bn in 
the third quarter, seasonally 


Greenpeace urges 
boycott of British 
Columbian timber 


By Leyia Bouton, 

Environment Correspondent 

Greenpeace will today 
appeal to UK companies and 
consumers to boycott timber 
from Canada's province of 
British Columbia. 

The environmentalist pres- 
sure group contends that the 
sustained felling of old for- 
ests in the province’s Cen- 
tral Coast area threatens a 
valuable rainforest and the 
well-being of grizzly bears. 

Tamara Stark, a Green- 
peace campaigner, said that 
the practice threatened to 
fragment the habitat of griz- 
zly and kermode bears 
accustomed to roaming from 
valley to valley. 

The UK is the biggest 
European importer of timber 
such as cedar and hemlock 
from British Columbia, 
which is used to make gar- 
den furniture. Some UK 
retailers of timber products, 
such as B&Q and Do It All, 
have already yielded to pres- 
sure from Greenpeace to 
seek other suppliers. 


But the province’s embat- 
tled forestry industry yester- 
day deployed Patrick Moore, 
a Greenpeace founder, to 
launch a pre-emptive attack 
on the pressure group prior 
to today’s UK launch of a 
campaign which started in 
Canada a year ago. 

Mr Moore, who is paid by 
the forestry industry as a 
consultant to the Forestry 
Alliance, and a group of 
“concerned’’ companies and 
citizens helped found Green- 
peace 25 years ago. 

But yesterday he accused 
the pressure group of failing 
to “evolve from confronta- 
tion to problem-solving”. He 
said the local population, 
which depends on forestry 
for jobs opposed the cam- 
paign. The province’s prime 
minister has also attacked 
Greenpeace. Mr Moore dis- 
missed the Forestry Steward- 
ship Council - set up to 
identify timber stocks pro- 
duced in an environmental- 
ly-sustainable manner — as 
giving too much power to 
environmentalists. 


Argentina’s model port sell-off 
beginning to lose its lustre 

International operators in Buenos Aires are crying foul over a 
competitor outside the city’s boundaries. Ken Warn reports 


I t looked like a model priva- 
tisation. The sale in 1994 of 
concessions to run the six 
terminals of Puerto Nuevo, 
the main port of Buenos 
Aires, has brought in mil- 
lions of dollars of invest- 
ment, slashed costs and 
turned the operation into 
probably the most efficient 
in South America. 

Yet the international pri- 
vate port operators who 
bought the long-term conces- 
sions are not smiling. The 
source of their unhappiness 
lies to the south of their ter- 
minals. beyond tbe city 
boundaries in Buenos Aires 
province. 

Here, by the stinking 
waters of the Riachuelo, 
which is less a river than a 
sluggish conduit for factory 
waste, lies Dock Sud. the 
home of Exolgdn, the Argen- 
tine-owned container port 
operator 

The company, its rivals 
claim, is unfairly undercut- 
ting them through a cosy 
deal with the province and 


making a mockery of their 
concession contracts with 
the government 

Exolgdn’s rivals say the 
state promised bidders at 
privatisation that any new 
operator would face the 
same conditions they did. 
But the partly moribund 
Dock Sud, they claim, was 
quietly transferred to provin- 
cial jurisdiction, and a more 
generous tax regime, after 
they had already calculated 
their likely business share 
and launched their bids. 
Dock Sud was always part of 
the main port, and not a sep- 
arate entity, they say. 

Exolg&n pays a lower 
annual fee to tbe provincial 
government than the opera- 
tors within the city pay to 
central government. Unlike 
its rivals, Exolg&n did not 
have to employ or pay off 
the stevedores of the pre-pri- 
vatisation port, ft is allowed 
to keep fees collected from 
cargo owners which the 
other operators have to pass 
on to government. 


“This amounts to a hidden 
subsidy and it allows them 
to undercut us," says Andres 
Ri cover, a transport consul- 
tant advising TPA, operator 
of the city's Terminal 3. 
“TPA pays an annual fee of 
$2m to the government but 
they paid nothing in their 
first year, then $66,000. up to 
a maximum of only 
$330,000.’’ 

Frustrated over lack of 
progress in winning equal 
charges, Lanco Interna- 
tional. an Illinois-based 
equipment maker and termi- 
nal operator with a large 
stake in TPA last year filed 
a demand for $23m damages 
against the government 

The complaint and request 
for arbitration was lodged 
with the World Bank's Inter- 
national Centre for Settle- 
ment of Investment Disputes 
in Washington, under the 
terms of the 1994 US-Argen- 
tina investment protection 
agreement 

So far, the three other sur- 
viving port operators - one 


adjusted at annual rates. 
Canada’s GDP expanded 3.3 
per cent for the year, "the 
economy’s best performance 
since 1994." the federal gov- 
ernment said yesterday. 

The economy js expected 
to grow about 3 per cent in 
1998. amid higher short-term 
interest rates and weak com- 
modity markets. 

Strong exports contributed 
to the economy's expansion 
during the year and helped 
moderate the growth of Can- 
ada’s current account deficit 
which narrowed slightly to 
C$24.9bn in the fourth quar- 
ter. Economists had expec- 
ted a C$28bn deficit. 

The government said con- 
sumer spending slowed to an 
annual rate of 2.3 per cent in 
the fourth quarter. 


By Richard Waters In New York 

i * 

The number of business 
failures in the US rose last 
year for the first time since 
the early 1990s. a develop- 
ment which traditionally 
hints at tougher economic 
times ahead. 

However, with the overall 
level of bad corporate debts 
remaining subdued, the 
increase seemed to point 
more to the big rise in the 
number of new businesses 
rather than any economic 
downturn, according to Dun 
& Bradstreet. the business 
information group tbat pub- 
lished tbe numbers. 

More than 83,000 busi- 
nesses failed last year 
according to D&B - up 16 
per cent from the year 
before, and tbe highest level 
since the 1991-1993 period. 
The Liabilities of these com- 
panies also rose sharply- 
increasing by 27 per cent to 
over $37bn. 

Despite tbe higher level of 
bad debts than year before, 
however, tbe amount of 
money at stake in business 
failures has remained below 
$40bu for the past four years, 
well below the $90bn or more 
at risk in 1991 and 1992. 

The lower level of bad 
debts suggested the eco- 
nomic impact of the rise in 
business failures would be 
limited, since they would 
have less effect on other 
companies in the months 
ahead, according to Joseph 
Duncan, chief economic 
adviser to D&B. 

He attributed the rise in 
the number of failing busi- 
nesses to the explosiou of 
new business formed in the 
early part of the 1990s. While 
it was widely believed that 
three out of four new busi- 
nesses fail in their first two 
years, D&B data suggested 
that most businesses that 
actually got off the ground 
fared much better, said Mr 
Duncan. 






Puerto Nuevo cranes before operators’ $S0m Investment Network 


has gone bankrupt - have 
sought redress through 
informal channels. But they 
also say Exolgan has caused 
them problems and want 
reductions in charges. 

“We had a pretty disas- 
trous start," says Trevor 
Bryans, director general of 
TOP. which operates Termi- 
nals 1 and 2. "In the first 
three years we lost $25tu due 
to a savage price war. We 
believe there were too many 
concessions even before the 
granting of a further one." 

Britain's P&O in January 
cut its stake in TRP. held 
through its Australian ports 
subsidiary, from over 90 to 


50 per cent. It retains man- 
agement control and is confi- 
dent the operation has 
turned the corner. TRP has a 
38 per cent share of the 
port's total container busi- 
ness, against Exolgan's 30 
per cent and rising. 

Getting the terminals into 
shape required heavy invest- 
ments. The 70-year-oid 
wharves of Puerto Nuevo 
were waterlogged and 
crumbling into the River 
Plate. The cranes were 
museum pieces. TPA says it 
has invested over $5Gm. 

Last year sheer volume of 
business, fuelled by Argen- 
tina's 8 per cent economic 


By Jonathan Wheatley 
in Sao Paulo 

Brazil's trade balance 
showed a marked improve- 
ment in February after a dis- 
appointing start to the year, 
according to preliminary fig- 
ures from the trade minist ry. 

It said imports were 
sharply down in the month, 
at $3.93bn, with exports of 
$3.72bn giving a deficit of 
5214m. The figure is better 
than expected by indepen- 
dent economists; many had 
predicted a deficit of about 
$500m. It follows a January 
deficit of $664m and a deficit 
in February 1997 of $l.41bn- 

Tbe government had pre- 
dicted an improvement in 
the trade position last month 
as a result of f a lli n g petrol 
imports and increased agri- 
culture exports with the 
start of the 1998 harvest 

February’s fall in imports 
also reflects a slowing in the 
economy brought about by 
austerity measures intro- 
duced last October and 
November in response to the 
Asian financial crisis. 

The measures included a 
virtual doubling of interest 
rates and a 25 per cent rise 
in the basic rate of Income 
tax with effect from January 
l. Both were expected to put 
a strong brake on consumer 
spending in the first quarter, 
although many economists 
say the economy has proved 
more resilient than expected. 

Brazil's persistent trade 
deficit has been a big con- 
tributor to worries over its 
balance of payments, one 
factor often cited by econo- 
mists as contributing to its 
vulnerability to volatility on 
international capital mar- 
kets. 

The improved trade fig- 
ures will come as a relief to 
the government, which last 
week announced a budget 
deficit for 1997 of 5.89 per 
cent of gross domestic prod- 
uct. worse than predicted. 


growth, came to the rescue 
of the cash-strapped- opera- 
tors. The port handled 30 per 
cent more traffic than in 
1996. with container business 
growing to Im twenty-foot 
equivalent units (TEUs). 
Business was forecast to 
grow at least 10 per cent this 
year before the outbreak of 
the Asian financial crisis. 

Exolg&n says the com- 
plaints from its rivals are 
just sour grapes. Plans to 
develop its terminal, on tbe 
site of a pre-first world war 
meat packing plant, were 
well-known at the time of 
the tender, it argues. 

“They simply underesti- 
mated us,” says Juan Carlos 
Vazquez, executive director. 
"They never thought we 
would build our access road 
or widen the port entry, or 
that anyone would come to 
Dock Sud. We have put in 
investment of almost $90ul” 

Exolgan, 81 per cent 
owned by Alfredo Roman, 
Argentine transport entre- 
preneur, receives different 
tax treatment because it is 
in the province, and not the 
city, the company argues. 

But Exolgan's rivals are 
not going to give up their 
fight for equal charges in a 
hurry. "I’m not worried how 
much money Exolgan 
makes, but I am concerned 
that everyone is treated 
fairly," says Mr Bryans. 
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HAT BROUGHT THEM TOGETHER? THE BIRTH OF A STOCK MARKET. 
WHAT KEEPS THEM TOGETHER? THE BANK OF NEW YORK. 

In January of 1996, under the open-market forces of perestroika, Vagit Alekperov and Dr. Betty Tibbs cook their 
place in history. Three thousand shares of Russia’s Lukoil changed hands in U.S. markets for the first time 
ever. » Since then, dozens of Russian companies have accessed money from overseas capital markets through a 
tool called the Depositary Receipt, e The bank selected to make this happen? The Bank of New York, * Today, thou- 
sands of clients worldwide are using The Bank of New York to enhance relationships with their investors. In Russia, 
Chairman Vagit Alekperov and investor Dr. Betty Tibbs are Just one example, o Visit us at www.bankofny.com/adr 

FOjfe; ^INVESTORS AN D ISSUERS W 0 R L D W I D E“ 

ISSUER; Vagit Alekperov. INVESTOR: Betty Suits Tibbs. M.D. 
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North Korea warns of grain shortage 


By John Burton in Seoul and 
laora Sifter at the UN 
n Hew Yoric 

North Korea, beset by a 
severe famine, yesterday 
warned it would run out of 
Srain stocks within two 
weeks, but analysts 
expressed caution about the 
claim. 

North’s official news 
agency said that grain short- 
ages. which it blamed on a 
series of natural disasters 
over the past three years, 

Seoul 

split 

on choice 
of PM 

By John Burton mSeotti 


iae south. Korean 
parliament yesterday failed 
to approve a prime minister 
nominated by Kim Dae-jung, 
the nation’s new president, 
after a day of proceedings 
that erupted in shoving and 
shouting matches. 

The debate over the 
appointment of Kim .long- 
pil. the president's right- 
wing coalition partner, 
amounted to a test of wills 
between the new govern- 
ment and the centre-right 
opposition Grand National 
party (GNP). which gov- 
erned until its defeat in a 
presidential election last 
December. 

Analysts warned that the 
bitter political fight could 
undermine Korea's credibil- 
ity as it seeks support from 
foreign investors to revive 
its troubled economy. “This 
is a blow to international 
confidence,' " said one senior 
western diplomat. 

The president’s supporters 
last night said Mr Kim might 
be appointed acting premier 
to break the stalemate, but 
this could provoke a new 
debate about its constitu- 
tional legality. 

The new president, who 
was inaugurated last week, 
has been unable to appoint a 
cabinet until Mr Kim is 
approved. Presidential sup- 
porters suggest that the cur- 
rent prime minister, a left- 
over from the previous 
administration, might be 
persuaded to name a new 
cabinet and Mr Kim would 
then be appointed as acting 
premier. 

The dispute over the prime 
minister is important to both 
the government and opposi- 
tion. The GNP. which holds 
a slim parliamentary major- 
ity. hoped to weaken the^ 
fragile government coalition 
between the president’s cen- 
tre-reft National Congress for 
New Politics and the right- 
wing United Liberal Demo- 
crats by blocking Mr Kim’s 

appointment, 

Mr Kim agreed to support 
Kim Dae-jung in the presi- 
dential election in return for 
gaining the prime minister 
post 

But the GNP has been 
reluctant to block Mr Kim in 
an open parliamentary vote 
out of fear that it would 
expose internal feuds. The 
party's leaders worried that 
some of its MPs might 
switch allegiance to the gov- 
ernment and trigger a 
break-up of the GNP- 

In an effort to avoid a vote 
on the prime minister, the 
GNP last week decided to 
boycott parliament. But in 
response to. criticism, it 
agreed to a vote yesterday. 


would occur despite cuts in 
rations for January and Feb- 
ruary. 

It estimated grain stocks 
Stood at 167,000 tonnes at the 
beginning of 1988 to feed 22m 
people, with daily rations 
having fallen from 300 
grammes in January to 100 
grammes this month. 

South Korea’s unification 
ministry said that North 
Korea was exaggerating the 
situation to encourage con- 
tributions to an appeal by 
the World Food Programme 


(WFP) for S378m in food aid. 

Analysts said that Pyong- 
yang might be testing the 
response of Kim Dae-jung. 
the new South Korean presi- 
dent. who last week said 
that Seoul would “not be 
parsimonious in extending 
food aid to North Korea fr om 
the government and private 
organisations through rea- 
sonable means.” 

The WFP indicated it was 
puzzled by the North Korean 
statement and said Pyong- 
yang might be referring to 


its own autumn . harvest 
rather than food stocks pro- 
vided by international relief 
agencies. It ear lie r estimated 
that total food supplies 
would be exhausted by April 
or May. However, in New 
York, Francis Mwamza, a 
WFP spokesman, said the 
appeal reflects the “serious- 
ness of the crisis in the 
country". 

. The International Red 
Cross and Red Crescent Soci- ' 
eties also recently estimated 
that North Korea would run 


out of gram by April, which 
would then make the nation 
totally reliant on foreign 
food aid until the next har- 
vest in June. 

The UN FOod and Agricul- 
ture Organisation 
that lm formes of food aid' 
would be needed tins year 
because of a disappointing 
harvest and North Korea’s' 
limited ability to buy food. 

Despite its growing food 
shortages. North Korea has 
been lukewarm in. its 
response to proposals by 


Sooth Korea’s new president 
to ease tensions through a 
summit meeting and 
increased economic and cul- 
tural contacts- 
“It has disappointed the 
nation that he failed to 
c&arly show a willingness to 
pursue a policy quite differ- 
ent from his predecessor’s 
for the reunification of the 
country," said the North 
Korean communist newspa- 
per, Rnflong shtmmm 

See Editorial Comment 


China’s People’s Congress wakes up this week 


Delegates are set to vote on perhaps the 
most thorough shake-up of government in 
nearly 20 years, writes James Kynge 


T he annual session of 
China's parliament, the 
National People's Con- 
gress (NPQ. has often been 
portrayed as a symbolic and 
somewhat soporific event. 

News photographers have 
delighted In capturing dele- 
gates deep In slumber. Com- 
mentators have tended to 
dismiss the body as a “rub- 
ber stamp” for Co mmunis t 
party directives, noting that 
delegates have never voted 
to reject proposed legisla- 
tion. 

But, by its own standards 
at least, the session starting 
on Thursday promises to be 
extraordinary. 

Delegates are expected to 
vote on potentially the most 
i thorough, and controversial, 
reorganisation of govern- 
ment since China’s economic 
reforms began in 1979. They 
will also cast ballots to elect 
or re-elect all top leaders and 
the heads of ministries, the 
central bank and govern- 
ment ermmisginns 
By the end of the congress, 
diplomats said, there may be 
some crucial indications as 
to whether Zhu Rongji, who 
is almost certain to be ele- 
vated to premier from his 
present position as rice-pre- 
mier, retains solid backing 
for ambitious economic 
reforms despite rising unem- 
ployment and signs of slow- 
ing growth. 

One indication of Mr Zhu’s 
support may be the number 
of votes be wins in the ballot 


confirming him as premier. 
There are no contested elec- 
tions for state posts, but the 
2JJ79 delegates can register 
disapproval by declining to 
endorse candidates. Last 
year, 40 per cent of them 
voted against the top prose- 
cutor's annua] report, to reg- 
ister their anger at rising 
crime. 

A strong showing of sup- 
port for Mr Zhu, 69. could 
help counter conservatives 
who argue reforms should be 
slowed down, to avoid 
threats to social order from 
swelling numbers of sacked 
workers. Millions are expec- 
ted to lose their jobs this 
year as insolvent state- 
owned factories are merged 
or go bankrupt 

At the weekend, signs 
were that Mr Zhu's reform- 
ing mission remains largely 
intacL An KPC committee 
announced the state would 
issue US$32bn in bonds to 
help recapitalise technically 
insolvent state h anks . 

But it is less certain that 
then? will be any initiatives 
unveiled at the NPC to push 
forward the painful restruct- 
uring of China's 370.000 
state-owned enterprises, 
most of which are in the red. 

Mr Zhu. a former mayor of 
S hanghai, has been seen as 
likely to succeed Li Peng, 
the present premier, since a 
Communist party congress 
last September. 

Mr Li is expected to 
become chairman of the 



Zhu Rongji is almost cert a in to be eJo r nto d to p r nm i o r Picture: Reuters 


NPC, a relatively powerless 
post, but will remain second 
in the party hierarchy after 
Jiang Zemin, the president 
Qiao Shi. an opponent of Mr 
Jiang and current NPC 
chairman, is expected to 
leave the political stage. 

NPC ballots for fop lead- 
ers. which take place mice 
every five years, represent 
the only timp such officials 
face any kind of public 
approval rating. The result 
of the voting for Mr Jiang is 
hardly an issue. “The only 
question is whether be will 
get 100 per cent or just a bit 
less,” said one official famil- 
iar with the NPC. 

A degree of controversy 
appears likely to accompany 
the passage of Mr Zhu’s 
blueprint to overhaul the 
structure of government. Up 


to 50 per cent of civil ser- 
vants, or 4m people, were set 
to be Tnarip redundant in an 
attempt to reduce the state 
payroll, according to official 
reports. 

Several minis tries are set 
to merge or be scrapped 
under Mr Zhu’s plan, which 
is aimed at creating a mare 
nimble, efficient bureau- 
cracy and dra w a dearer line 
between the regulatory, rale 
of some ministries and their 
many business interests. 

Civil servants have regis- 
tered intense opposition to 
the phi| and commentators 
believe that elements of the 
original scheme may have to 
be reworked. But, an official 
said, the broad thrust of the 
blueprint has received an 
endorsement from the NPCTs 

standing committee meeting. 


in effect preparing it for 
adoption at the congress. 

The controversial nature 
of the proposed re-organisa- 
tion may combine with what 
is. perceived to be a growing 
sense of assertiveness 
among delegates to create an 
unusually impassioned con- 
gress. Such a mood would be 
a re nrep for optimi sm among 
those pushing for greater 
democratic participation in 
the nation’s political pro- 
cess. 

; There is a common say- 
ing that the NPC is a rubber 
stamp,” said Zhou Wang- 
sheng, a professor of law at 
Beijing University. “But this 
imago hag been undergoing 
some change. It has changed 
from a low quality rubber 
stamp to a good quality rub- 
ber stamp.” 


NEWS DIGEST 

JAPANESE VEHICLE MARKET 


Top manufacturers hit by 
fall in domestic sales 

Japanese domestic vehicle sales fell sharply again last 
month, the eleventh consecutive monthly decline, provid- 
ing further evidence of the weak state of the economy. 
Sales fell 22.4 per cent against February last year, accord* 
ing to the Japan Automobile Dealers Association, with all 
the top five manufacturers suffering double cHgit sales 
declines in the month. 

Practically all categories of vehicles, from heavy trucks 
to small care, suffered. The year-on-year fall was particu- 
larly marked as sales in the first three months of last year 
were. boosted by the run-up to an increase in consumption 
tax. 

Annual vehicle sales in the fiscal year to the end of 
March are expected to show a double digit fail, 
rather than a modest increase as Initially forecast 
by the industry. Analysts do not expect the outlook to 
improve until at least later this year, due to continuing 
concerns about financial uncertainty, rising unemployment 
and further possible repercussions of the Aslan 
crisis. Michiyo Nakamoto, Tokyo 

THAI EXPORTS 


Banks to lend $1bn 

Ten international commercial banks have agreed to join 
the Asian Development Bank in lending Thailand $1bn to 
help boost exports. The money will be lent to Thailand's 
Export Import Bank at concessional rates, with the ADB 
ensuring repayment from the Bangkok government. The 
Thai institution will then tend the money, in conjunction 
with other government and Thai commercial bank funds, 
to private exporters. 

The ADB will provide $50m and £950m will come from 
the commercial banks They are Bank of Tokyo-MItsubishi. 
Dai-ichi Kangyo. Industrial Bank of Japan, Sakura Bank, 
ABN-Amro. Banque National© de Paris, Barclays, Citicorp, 
Bank of Nova Scotia and the Development Bank of Singa- 
pore. Ted Bardacke, Bangkok 


PHILIPPINES EMPLOYMENT 


Retrenchments climb to 30 } 000 

The number of Philippine workers retrenched this year due 
to the Asian economic crisis is expected to increase to 
30,000 by the end ot this month as more factories close, 
the Department of Labour said. Cresenciano Trajano, 
labour secretary, said a special registration system was 
being set up in his office to help displaced workers find 
new employment quickly. 

The number of companies which filed notices of closure 
and retrenchment in January and February rose to 599 and 
the number of workers who lost their jobs reached 24,000. 

Most of the factories closed were in manufacturing, food 
processing, apparel or textiles. 

The department said most of the affected factories 
blamed a fall in demand, lack of capital and an increase in 
production costs for the closures. Since the regional crisis 
began in July Iasi year interest rates in the Philippines 
have risen sharply while the currency has depreciated 
nearly 40 per cent Abby Tan, Manila 


B JP gains in southern India 
offset resurgent Congress 


French banks advised 
on Asia loss provisions 


By Krishna Sofia in Bombay 
and Amy Louise Kazmin 
m New MM 

A strang showing from the 
Bharatiya Janata party and 
its allies in south India has 
offset a resurgent perfor- 
mance from Congress, 
according to early counting 
in India’s general election. 

If the trend is sustained, 
the BJP coalition would 
emerge ahead in the race to 
form India’s nest govern- 
ment. 

In a day of surprises. Con- 
gress and the BJP made big 
gains at the expense of 
smaller parties which 
formed the outgoing United 
Front government. 

The BJP appears set to 
take a huge haul of almost 
100 seats in foe north In dian 
states of Uttar Pradesh and 
Bihar - but it also suffered 
sharp reverses in parts of 
west India. 

It has been propelled to 


the brink of power by the 
success of a number of small 
allied parties which do not 
share its rigbtwing Hindu 
agenda. The early results 
suggest that, if the BJP 
comes to power, it will be 
much more reliant on its 
coalition partners than it 
had expected - a potential 
source of instability. 

Last night. Congress was 
ahead in 132 constituencies, 
with the BJP up in 133 seats. 
Bat the BJP coalition was 
leading in I So constituencies 
against 140 for Congress - 
which went into the polls 
without a national network 
of alliances. 

The United Front was 
ahead in 72 constituencies 
but faces eclipse as a third 
political force. “When you 
talk of BJP and its allies 
gaining , it is the allies that 
are gaining ana not the 
BJP” said Sitaram Yechuri. 
of toe Communist party of 
India. 


A number of leading politi- 
cians were in trouble late 
last night - including Arjun 
Singh, a potential Congress 
prime minister, «i as want 

Singh, former BJP finance 
minister, and Promod Maha- 
jan, former BJP defence min- 
ster. 

Voters across India 
rejected parties in power at 
state level. Congress is set 
for huge gains in Maharash- 
tra. home to India's commer- 
cial capital Bombay, and 
Rajasthan - both states 
where the BJP runs the state 
government. 

~\Ve are winning in every 
other state.” said 
K.L. Sharma. vice-president 
of the BJP. But he said the 
party “never expected" to 
suffer reverses. 

Sharad Pawar. Congress 
leader in Maharashtra, said 
Congress has “already 
started dialogue with the 
United Front” in an effort to 
build a rival coalition to 


thwart the BJP. Congress's 
relatively strong showing 
would put the party - and 
star campaigner Sonia 
Gandhi - in a strong posi- 
tion to dominate any such 

atigriTnAnt- 

Congress is also ahead in 
Kerala and Assam at the 
expense of governing parties 
belonging to the United 
Front But the BJP is poised 
to sweep Karnataka - home 
to India’s software city of 
Bangalore - and make major 
inroads in Orissa, Andhra 
Pradesh and Tamil Nadu, 
states where it has never 
won a seat before. 

Tamil Nadu conjured zzp 
the most surprising result of 
the night - a strong come- 
back by the Madras-based 
AIADMK party - recently 
allied with the BJP. The 
AIADMK ’s controversial 
leads', former film star Ms 
Jayalalitha, could act as 
king-maker in the new par- 
liament. 


By Peter Moatagnoo b> 
Singapore and Andrew Jack 
In Pais 

The Bank of France has 
informally advised French 
banks to make loss provi- 
sions which in some 
instances may amount to 25 
per cent of their lending to 
Indonesia when they draw 
up their accounts for 1997. 
according to banking ana- 
lysts who have been follow- 
ing toe Asian crisis. 

The figure has been 
watched because the large 
exposure of French banks to 
toe troubled countries of 
Asia means it could set a 
benchmark for provisions by 
hawks in other industrial 
countries. 

There are believed to be no 
official guidelines from the 
Bank of France but French 
banks have been encouraged 
to increase their provisions. 
In December, the central 
bank carried out a survey 
analysing the exposure of 


the country's banks in Asia. 

Minimum provisions on 
lending to Thailand and 
South Korea have been in 
some cases set at 15 per cent, 
and those for Malaysia and 
the Philippines, which have 
been much less seriously 
affected, at 5 per cent of 

te nding . 

The disclosure comes a 
week after Singapore 
announced that its six local 
banks would suffer a 30 per 
cent drop in profits for 1997 
after making provisions 
totalling S$1.6bn (US$1 bn; 
on regional lending. 

Lee Hsien Loong. deputy 
prime minister and chair- 
man of the Monetary 
Authority, told parliament 
recently that 5.7 per cent or 
S$2bn of Singapore bank 
loans to Malaysia. Indonesia, 
Thailand. South Korea and 
the Philippines were sub- 
standard, doubtful or bad. 

The requirement to make 
provisions comes at a sensi- 
tive time for international 


banks because they arc- just 
beginning to negotiate debt 
restructuring with Indone- 
sian corporate borrowers 
and the knowledge that they 
have already provided for 
losses may weaken their 
hand in negotiation. 

The lack of effective bank- 
ruptcy procedures in Indon- 
esia has already made life 
difficult for lenders as they 
cannot threaten to foreclose 
on their loans and seize col- 
lateral if the restructuring 
talks FaiL The only penalty 
left to international banks 
has been to refuse credit for 
working capital and essen- 
tial Imports, but bankers 
believe this will also be less 
effective if western govern- 
ments decide to make export 
credit available to guarantee 
Indonesia essential supplies. 

The analysts said that, 
since the outlook for Indone- 
sian borrowers was bleak, 
provisioning requirements 
could rise again during the 
course of the year. 









FINANCIAL TIMES TUESDAY MARCH 3 1998 ★ 


So, how many 
engineers does it take 
to change a light? 


Would you believe dozens? 

That is, if you’re referring to the 
headlamps on the new Ope! 
Astra. 

'Ybu see, these headlamps have 
been designed using a com- 
bination of computer modeled 
reflectors and highly polished 
surfaces. Not only have they 
become an integral part of the 
styling and aerodynamics of 
the car, they also do their job 
better. That is to say that they 
yield up to 30% more light. 

And that translates into enhanced 
vision and greater safety. 

Innovations like this result from 
the intensive cooperation 
between highly skilled teams of 
engineers and designers at 
our International Technical 
Development Center. It’s yet 
another reason why you've 
made us Number One in Europe 
for six years running. 

Back to our original question, 
if you’re talking about changing a 
conventional bulb like this... the 
answer is five. One to hold the 
bulb and four to turn the ladder. 
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RAILWAYS TILTING TRAIN CONTRACT FROM VIRGIN IS BREAKTHROUGH FOR CANADIAN GROUP 


$lbn deal for Bombardier 


By Charles Batchelor, 
Transport Correspondent 
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Richard Branson's Virgin 
Rail train operating com- 
pany will today award an 
£850m ($x.4bn) contract to 
build and maintain 55 tr ains , 
most incorporating tilting 
technology. for its 
cross-country network to 

I I This is the second large 
train-building contract to be 
awarded by Virgin in the 
past three weeks and repre- 
sents a breakthrough for 
Bombardier into the UK 
market. It beat Adtranz, the 
international rolling stock 
{ group, and CAF of Spain, for. 
the cross-country order. 

Last month. Virgin 
announced the award of a 
£lbn order for high-speed 
tilting trains for its west 
coast mainline franchise to a 


consortium consisting of the 
Anglo-French group GEC- 
Alsthom and Fiat Ferrovi- 
aria of Italy. This was the 
largest train order to be 
placed in the UK. 

The cross-country order is 
for a fleet of diesel-powered 
trains to run on Virgin's net- 
work which stretches from 
Aberdeen in the north of 
Scotland to Penzance in 
south-west England and 
Brighton in the south-east. 

Three-quarters of the new 
trains are expected to be tilt- 
ing trains, which allows 
them to lean into curves and 
run faster on conventional 
track, while the remainder 
will be conventional trains. 
The capital cost of the new 
trains is about £330m while a 
maintenance contract over 
the rest of Virgin's 15-year 
franchise takes the total 
value to £S50m. 


Bombardier has supplied 
shuttle trains for the Chan- 
nel tunnel between England 
and France and carriages for 
London's Docklands Light 
Railway. It has won an order 
to build trams for Croydon, 
south London, but has not 
previously won an order for 
new UK main line trains. 
The company's UK factory is 
at Wakefield, West York- 
sbire. in the north of 
England. It has supplied tilt- 
ing trains to the Canadian 
railways and is a partner in 
a consortium to supply 
trains on the Washington- 
New York-Boston corridor in 
the US. 

Roger Ford, industry' edi- 
tor of Modem Railways mag- 
azine. said: "Bombardier 
does not have as much tilt 
experience as Fiat or 
Adtranz." 

Both the train orders have 


been awarded on a “pre 
ferred bidder" basis which 
means that Virgin and its 
suppliers still have to con- 
firm the details of the deals 
and complete arrangement 
of the financing. 

• Safety inspectors have 
threatened Rail track, which 
runs the UK's rail network, 
with criminal prosecution 
because the poor state of 
parts of the network had led 
to derailments and put pas- 
sengers’ lives at risk 

The Health & Safety Exec- 
utive wrote in a confidential 
letter to Brian MeUitt. Rail- 
track engineering director, 
that the condition of the 
track bad not improved in 
spite of earlier warnings. 

The letter said that the 
HSE's railway inspectorate 
“remains concerned about 
the condition of track on the 
Ralltrack network". 
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Princess 
of Wales 
leaves 
$35m 

Diana. Princess of Wales, left 
more than £21m ($35m) in 
her will published yesterday, 
said the solicitors acting for 
the executors of her estate. 

According to Lawrence 
Graham, the legal firm, the 
gross value of her belong- 
ings was £31.711.485. After 
payment of unspecified per- 
sonal taxes, an estate of 
£21,468^52 remained. Inheri- 
tance tax Of £&5Q2£30 was 
then paid, leaving a net 
estate of £124168,022 to be dis- 
tributed to beneficiaries. 
Lawyers decided against 
legal action to avoid pay- 
ment of the death duties for 
fear of attracting unfavoura- 
ble publicity. 

Under the terms of her 
will, most of Diana's fortune 
is to be held in trust for her 
sons, Prince William. 15. and 
Prince Harry, 13. Other bene- 
ficiaries include 17 godchil- 
dren. 

Hie Princess's wardrobe 
and so-called intellectual 
property rights - including 
copyright, trademarks and 
resulting royalties from the 
authorised commercial use 
of her picture or name - are 
to be used for charity or 
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Sayoko Komori, from Japan, who is working in London, with a 
copy of the wilt outside Somerset House yesterday. Below; die 
signature of Diana, Princess of Wales on the document Pictures A P 


for the benefit of her 
sons. 

Somerset House. • where 
the will went on sale at 10am 
yesterday, had prepared 200 
copies for visitors. Kevin 
Donnelly, probate depart- 


ment manager said he had 
received inquiries about it 
from all over the world. "We 
expected huge media inter- 
est which there has been, 
and we expect more people 
to buy copies tomorrow." 


Lotus and Australian 
group link on engines 
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Research shows that to a business class passenger 
on a long-haul flight, the comfort of seating Is the single 
most important thing. 

And yet these passengers rarely choose an airline for 
its seat If they did, they ti all be flying JAL 

Our unrivalled design gives you the highest possible 
standard of luxury and comfort After all. it's our 
business to ensure that you arrive in the perfect state of 
mind for yours. 

For flight bookings or more information call your 
local JAL office or contact your travel agent 


By John Griffiths in Geneva 

Group Lotus. the 
Malaysian-owoed sports car 
and engineering group, is 
forming a joint venture with 
the Orbital Engine Company 
of Australia to develop 
engines that use an 
advanced form erf fuel injec- 
tion designed to meet the 
stringent emissions legisla- 
tion expected next century. 

The agreement also pro- 
vides for Lotus and Orbital 
to share engineering 
resources and facilities in 
HetheJ. south-east England, 
and Balcatta. western Aus- 
tralia. respectively. 

Disclosure of the venture 
comes just over a week after 
Lotus announced it was 
making redundant 100 of its 
more than 600 consultancy 
engineering staff at Bethel, 
mainly because erf a sharp 
drop in engineering con- 
tracts from the economically 
troubled south-east Asia 
region. These contracts 
include ones placed by Pro- 
ton, Malaysia's national car- 


maker which, like Lotus, is 
controlled by the HfCom 
industrial group. 

The rationale behind the 
venture is for Orbital’s 
direct petrol and air injec- 
tion system to be developed 
for potential use in a variety 
of engines already being 
developed by Lotus both as 
in-house engineering pro- 
jects and for a number of 
carmakers. Lotus has some 
of the most extensive eng- 
ineering facilities in Europe. 

Orbital has had several 
setbacks In its efforts to 
introduce Innovative engine 
technology to the automo- 
tive sector. 

One major disappointment 
was the failure of a Ford 
plan to use Orbital two- 
strofee engines in its Fiesta 
model. Ford supplied Fiestas 
fitted with the Orbital 
engine to the police and 
other fleet users for 
appraisal and declared its 
intention to have the car in 
volume production by the 
end of the decade. 

Difficulties in meeting 


emission standards using the 
two-stroke engine led to the 
project being shelved. 
Orbital claims that a new 
generation of two-stroke 
engine is ready for produc- 
tion. but has yet to find a 
user. 

However, experience from 
the two-stroke programme 
has led to Orbital's injection 
processes becoming 'applica- 
ble to conventional four- 
stroke engines. The system 
is likely to interest car- 
makers because it is claimed 
to provide big performance, 
fuel economy and emissions 
gains for petrol engines at a 
reasonable cost. 

Orbital is continuing to 
make losses. But they fell to 
$53m in the six months to 
December, compared with 
$94m in the same period in 
1996. Investment bank Deut- 
sche Morgan Grenfell is pro- 
riding a $13m cash injection. 
Orbital has also signed a 
partnership agreement with 
Siemens, the German elec- 
tronics and automotive 
giant. 


Central 
bank faces 
dilemma 
oyer 

economy 

By Wolfgang MOnctnu 
in London 


An overheating service 
economy and a recession- 
bound manufacturing sector 
further deteriorated this 
year, and forecasters warn 
that worse is to come. 

Manufacturing growth 
almost disappeared in Febru- 
ary, according to yesterday’s 
purchasing managers' sur- 
vey. The Bank of England, 
the UK central bank, mean- 
while, reported record 
monthly consumer credit fig- 
ures and strong growth in 
money supply. 

The monetary policy com- 
mittee of the Bazik, which is 
in charge of setting interest 
rates, now faces the quan- 
dary of an economy in which 
one sector is expanding 
beyond capacity and another 
is in danger of contracting. 

The committee is to hold 
its monthly policy session 
tomorrow and Thursday, 
amid conflicting market 
views about whether interest 
rates should rise or remain 
on bold. 

The main purchasing 
index foil from 51.8 in Janu- 
ary to 51.2 in February, close 
to the “no-change" level of 
50, The new order index 
declined, from 52.6 to 5Q.7. 
Exports orders are already 
contracting. The data sug- 
gest the manufacturing sec- 
tor was still expanding bat 
at a declining rate. 

While the manufacturing 
sector approaches the reces- 
sion threshold, the service 
economy shows no sign erf 
slowing down. The Bank yes- 
terday reported that con- 
sumer credit reached £L3hn 
($2.l7br0 hi January, the 
highest monthly figure 
recorded since the monitor- 
ing began in April 1993. 

The Bank also reported 
that M0, a measure of nar- 
row money, grew by an 
annual rate of 7.2 per cent in 
January, significantly more 
than expected. 

Some economists have 
expressed concern about the 
rise in the use of notes and 
coins and the reported 
increases in retail spending. 

Yesterdays data were cor- 
roborated by the latest fore- 
casts from Oxford Economic 
Forecasting, the private eco- 
nomic research group. In its 
latest forecasts. OEF pre- 
dicts the manufacturing sec- 
tor “is going from bad to 
worse". 


NEWS DIGEST 


BEEF BAN 




Santer ‘confident’ about 
vote on limited exports 

Jacques Santer, president of the European 
said he was "quite confident" s majority of EU member 
states would vote tomorrow to give toe go-ahead for lim- 
ited beef exports from Northern Ireland, as toe firj step to 
remove the sales ban on all UK products Imposed In June 
1996 

Mr Santer, who was speaking In the principal Northern 
Ireland city of Belfast on toe first day of a two-day visit to 
the region, said he hoped there would be a majority of 
members of the EU's standing veterinary committee back- 
ing the commission’s proposals, when the committee 
meets today and tomorrow. 

Under the proposals, the export of cattle from certain 
herds certified to be free of BSE. or “mad cow disease", 
would be permitted. Tire step would initially favour North- 
ern Ireland, since the province has Britain’s most complete 
computerised tracking system for cattle. A decision can 
either be rejected by the chief veterinary officers of EU 
member states, or by ministers at the agriculture council 
meeting on March 16-17. 

The Ulster [Northern Ireland) Farmers’ Union gave me 
Commission president's remarks a cautious welcome. But 
Walter Elliott, a union president, said: “We’ve had our 
hopes built up so often . . . toe main thing we want is to 
have it voted on." John Murray Brown, Belfast 

HARR0DS CHIEF ARRESTED 

Fayed released on police bail 

Mohamad Fayed, the owner of Harrods. was yesterday 
arrested and questioned by police over allegations of theft 
and criminal damage following complaints made by his 
long-time business rival and former Lonrho chairman. Tiny 
Rowland. 

Mr Fayed was later released on police bail pending fur- 
ther inquiries. The police questioning Is believed to be in 
connection with Mr Rowland’s claims that his safe deposit 
boxes at Harrods had been tampered with. 

The arrest came three months after Mr Rowland issued 
a High Court writ alleging Mr Fayed headed a conspiracy 
to break into his safe deposit box and remove items 
including letters, tapes and jewels. Mr Fayed attended an 
unknown London police station voluntarily and by prior 
appointment with his solicitor. An official for the Harrods 
owner said Mr Fayed had wanted to “bring this matter to a 
speedy conclusion". John Mason. London 


EDUCATION 


Unions warn on pay scheme 

Teaching trade unions forecast "great difficulties'' over pay 
differentials when the new grade of “super-teachers’’ are 
appointed on salaries of up to £40,000 from this Septem- 
ber. 

The government yesterday unveiled details of its election 
manifesto commitment to create advanced skills teachers, 
a prestige tier of teachers lured by higher salaries and 
regional fame to stay in the classroom rather than seek 
promotion as head teachers. 

David Hart, general secretary of toe National Association 
of Head Teachers, welcomed toe principle of a higher 
grade of teacher, recognising classroom excellence, to 
attract the best graduates, but warned: “As it is proposed 
it would make it very difficult for school governors to 
appoint these new posts without creating great difficulties 
of differentials." Doug McAvoy, general secretary of toe 
National Union of Teachers, criticised the government for 
“rushing headlong into this when it is not clear how the 
scheme will work". Simon Buckby, London 


BOXING 

King-Warren action resumes 

US boxing promoter Don King and UK promoter Frank 
Warren this week resume the High Court legal action aver 
their transatlantic business partnership which ended in 
widely-publicised acrimony. The action, which could have 
widespread Implications for British boxing, concerns who 
controls the future careers of some of the UK's top boxers 
including World Boxing Organisation featherweight world 
champion Naseem Homed. 

The case centres on whether some boxers managed by 
Mr Warren, the UK's top promoter, are still bound by a 
partnership agreement signed by Mr Warren and Mr King 
in September 1994. A main hearing, not expected urrtfl 
next year, would decide whether there had been an exten- 
sion to the partnership agreement, as Mr King has 
claimed. John Mason, London 


REGIONAL AID 

Britain seeks Dutch support 

Britain broadened its assault on proposed new European 
Union regional old rules yesterday by seeking Dutch sup- 
port. Barbara Roche, regional minister at the Department 
of Trade and Industry, flew to toe Hague to meat Annefce 
van Oonk, toe junior economics minister. 

Ms Qoche pressed the UK case that the new Objective 2 
status, covering areas of industrial and rural decline, 
should be chosen on levels of gross domestic product per 
head rather than mainly on levels of unemployment, as 
proposed by the European Commission. The UK fears that 
Its regions, particularly those in Wales, northern England 
and Scotland, could suffer. Brian Groom, London 


Libel case reveals rare sight of British-Asians’ dirty laundry 



A BETTER APPROACH TO BUSINESS 


B ritish Asians washing 
their dirty laundry in 
public are a rare sight. 
Which made publisher Chan- 
drakant Babubhai Patel's 
recent triumph in the High 
Court remarkable. His vic- 
tory over a business rival 
belied the claims of consen- 
sus among the community: 
there are indeed many dirty 
$oris and kurtas. 

Mr Patel, publisher of UK 
weekly newspaper Gujarat 
Sara a char, has just been 
awarded £27,500 ($44,000) 
damages after the court 
agreed be had been libelled 
by Ramnlkhal Solanki and 
his publication Garavi Guja- 
rat Costs estimated at about 
£200.000 were awarded 
nst Mr Solanki 
Mr Patel ana Mr Solanki 
are the media barons of the 
wealthy British-Asian com- 
munity. Their publications 
define the community: Mr 
Solanki publishes Asian 


Publishers’ rivalry belies claims of community consensus, Khozem Merchant writes 


Trader and Asian Hotel and 
Caterer: Mr Patel owns 
Asian Convenience Retailer. 
These are the titles and 
trades of a people whose 
middle name is “grocer". 

The court heard how an 
editorial written by . Mr 
Solanki and published in 
Garavi Gujarat in April 1993 
amounted to a vicious attack 
on Mr Patel’s personal integ- 
rity and business practices. 

The trigger was a row over 
the distribution of advertis- 
ing for a Hindu festival to be 
addressed by Puja Morari 
Bapu, a revered preacher, in 
Coventry. 

Richard Hampton, QC 
[senior lawyer] for the plain- 
tiff, said Mr Solanki's article 
was filled with "burning 
resentment at losing out to 
his chief competitor". Mr 
Solanki denied this. Accusa- 
tions of discounting and sus- 


pect circulation figures shot 
across Court 14 at the Royal 
Courts of Justice. 

Publications aimed 'at the 
British-Asian shopkeeping 
community are a lucrative 
field attracting advertising 
from Mars and Cadbury, the 
confectionery makers.! 

A survey by Mars ia few 
years ago showed Asians 
had 95 per cent of all inde- 
pendently owned Corner 
shops within the M25 motor- 
way which surrounds 
London. 

About 78 per cent of the 
independent retail sector is 
controlled by Gujaratis from 
west India, who migrated to 
east Africa before settling in 
Britain in the early l0TOs. 

This is the audience Mr 
Solanki and Mr Patel 
address, in Gujarati and 
English, and it explains their 
mutual dislike stretching 


back mare than two decades. 

The battle is typically 
Gujarati. Each editor enjoys 
core support in community 
strongholds, often defined by 
country of origin. The east 
African Gujaratis enjoy 
ascendancy in Leicester in 
England’s north; Wembley 
in London is a citadel of 
Gujaratis from India. But the 
public disagreement betrays 
the common front the com- 
munity likes to put on in 
good part far the host com- 
munity. As Mr Patel said 
after his victory: This Is 
damaging to the whole 
community.'’ 

The court clash two weeks 
ago was the latest in several 
legal salvos. Mr Solanki sued 
Mr Patel on two previous 
occasions for UbeL In 1979 
Mr Solanki withdrew his 
case after an out-of-court set- 
tlement. In 1981 Mr Solanki’s 


libel writ was struck out erf 
court and costs awarded 
against him. Mr Patel sued 
Mr Solanki In 1990 and as 
part of the settlement Mr 
Solanki published an apol- 
ogy In his newspaper. 

The battle began in the 
1970s when Mr Patel, a 
thrusting young entrepre- 
neur from east Africa, took 
over Gqjarat Samachar. This 
energised the dominant 
incumbent. Garavi Gujarat 
triggering a circulation war 
as cut-throat as any in main- 
stream media. . 

Their ethnic language 
titles are required reading 
among .first generation 
Gujarati immigrants. But 
this core readership is 
declining as Gujarati liter- 
acy declines among the sec- 
ond and third generation. 
That has forced the two men 
to search for new readers 


and advertising rev 
The two men could i 
more different. CB. as 
known, is from the “fa 
caste”. He is dapper, i 
lous and charming, aj 
activist for the r 
Labour party. Robin 
the UK foreign seen 
was chief guest at G 
Samachar’s 25th annjvs 
dinner last year. 

Mr Solanki is froa 
Mochi (cobbler) caste, 
short and unassumtn 
public Mr Solank 
respected writer, is a] 
accompanied by his 
sons, who are being grt 
to take over a group j 
ally regarded as 
dynamic than Mr Patel 
Mr Solanki's son, Ka] 
managing editor of G 
Gujarat, said after the 
fog: -we may have 1 
battle but not the 1 
More dirty laundry ma 
be hung out 
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One key question facing the nation 
is who will emerge to succeed the 
incumbent leader, write 

John Thornhill and Carlotta Gall 

Stability rooted in 
presidential hands 
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With his hands clasped 
rigidly in front of him and 
only the occasional twitch of 
the thumbs, Heydar Aliyev, 
tbe austere president of 
Azerbaijan, glares at his 
audience or the television 
camera and speaks without 
notes for hours. 

Foreign diplomats obliged 
to attend such performances 
wince at the mere mention 
of these monologues. But 
they also express 

ast onishm ent at the clarity 
of thought and physical 
stamina of the 74-year-old 
Azeri leader, who has been 
the dominant political force 
in his republic for decades. 

In spite of his advanced 
age, his former incarnation 
as a hardline Communist 
party leader and his 
continuing reputation for 
rough-handedness, it now 
seems increasingly likely 
that Mr Aliyev will be 
re-elected in the presidential 
elections scheduled for later 
this year. “The elections will 
be absolutely free and fair. 
Absolutely. Let no one doubt 
it,” Mr Aliyev says in an 
interview. “And if the people 
want it. I will again be 
elected president” 

Paradoxical as it may 
seem, a man so rooted in 
Azerbaijan’s painful Soviet 
past is still seen by many 
Azeris as their best hope for 
leading their 

newly-Lndependent and 
freshly-capitalist country 
into the next millennium. 

Why this is so can be 
explained by one word: 
stability. Since being elected 
in 1993, Mr Aliyev has 
preserved a fragile ceasefire 


in the disputed region of 
Nagorny Karabakh, he has 
halted the collapse of the 
economy and he has signed 
a string of oil contracts with 
foreign investors which 
promise vast riches for his 
7izt compatriots. 

In the volatile and 
strategically important 
Caucasus region. Mr Aliyev 
has also proved a masterful 
exponent of the Great Game 
- playing off the country's 
powerful neighbours, Russia, 
Iran and Turkey, with rare 
finesse. 

But the critical question 
now confronting Azerbaijan 
is how real and how lasting 
this stability will prove to 
be. Many question whether 
the means Mr Aliyev is 
employing to achieve this 
calm are only jeopardising 
Azerbaijan's chances of 
attaining a longer-term 
equilibrium. 

All power In Azerbaijan 
resides in the presidential 
palace and there has been 
little attempt to build an 
institutional base for 
democracy or cultivate a 
younger generation of bold 
and able politicians - as 
Eduard Shevardnadze, that 
other septuagenarian leader 
of the Caucasus, has been 
doing in neighbouring 
Georgia. 

“Azerbaijan today has 
stability,” says Abulfaz 
Elchibey, the former 
president and bitter rival of 
Mr Aliyev. “But this 
stability is not based on 
economic development or 
tbe integration of social and 
political culture. We have 
the stability of an 


administrative system 
connected with Aliyev's 
authoritarian regime." 

A foreign diplomat says; 
“There is no successor in 
sight as far as anyone can 
detect with any certainty. 
The true measure of Aliyev’s 
tenure of power will only be 
tested by his manner of 
leaving it” 

For his part, Mr Aliyev 
appears to entertain few 
thoughts about his own 
mortality and is determined 
to battle on for the 
unforeseeable future. He 
bristles at any discussion of 
who his successor might be 
and flatly rejects suggestions 
that he is restricting press 
freedom and democratic 
development in Azerbaijan. 

But Mr Aliyev's supporters 
put a slightly more subtle 
spin on the argument, 
conceding that Azerbaijan 
cannot build a democracy 
overnight. Vafa Goulizade, 
an adviser to President 
Aliyev, says Azerbaijan 
needs time to create the 
instincts and institutions of 
a democratic society after 
enduring 200 years of 
subordination as part of tbe 
Russian empire and 70 years 
in the Soviet Union. 

He points to the brief 
period of independence 
Azerbaijan enjoyed between 
1918 and 192a as the world's 
first secular Moslem 
republic, as providing a 
model for its future 
development. “Within 10 
years Azerbaijan wifi be a 
completely improved 
democratic state." he says. 
“President Aliyev is 
completely committed to the 
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idea of democracy. He is 
very pragmatic and he 
knows that our destiny is to 
be among the democratic 
states of the world.” 

Thanks to the advice and 
support of the International 
Monetary Fund, Azerbaijan’s 
depressed economy is begin- 
ning to stir and gross domes- 
tic product is estimated to 
have risen by about 5 per 
cent last year. Foreign 
investment has begun pour- 
ing into Azerbaijan in antici- 
pation of the forthcoming oil 
boom sparking growth in 
related construction and ser- 
vice industries. 

With a further spell of 
political stability, a dash of 
economic growth and a fair 
slice of luck. Azerbaijan 
could yet emerge as a pros- 
perous and increasingly 
democratic Caucasian 
power, as Mr Aliyev’s apolo- 
gists suggest Tbe country's 
huge reserves of “black 
gold” sbould enable it to 
raise tbe living standards of 
its people, while its capital, 
Baku, could develop as the 


THE MINARET GROUP 

THE INVESTMENT INSTITUTION FOR THE 
CAUCASUS A CENTRAL ASIA 


The Minaret Group is a full service investment institution based in Baku, 
Azerbaijan with full offices in Kazakstan, Georgia, Turkmenistan, Kyrgyzstan, 
and soon to be in Uzbekistan. We focus on the newly emerging markets of the 
Caucasus and Central Asia and our aim is to attract capital to the region, assists 
in the development of the countries and deliver superior returns to our 
institutional clients. Whilst focusing on the oil & gas, utilities and 
telecommunications sectors, we also undertake projects in other sectors. 


The Minaret Group takes an assertive approach in developing the structures 
needed to provide our clients with top of the line, full service investment 
banking facilities in one of the most rapidly emerging markets in the world. 

Our range of services include:- 


Corporate Finance 

Equity Sales & Trading for institutional clients 
Fixed Income TVading 
Foreign Exchange 
Research 


l . Georgia Torkrocmrau Kyrgyzstan Uzbekistan 

_ nrnun _ 96 Nizami Street, Baku 3700 JO, Republic of Azerbaijan 

W9M12) MMSFox: (99412) 9341 75 E-mail: n«nare*®mmar*. net 


business, transport and cul- 
tural hub of the entire Cas- 
pian region. 

It is certainly an enticing 
vision, but Azerbaijan must 
first grapple with a host of 
hugely complex political and 
economic problems which 
will fully test the wisdom 
and resolve of Mr Aliyev and 
his successors. 

The most obvious is the 
festering sore of the disputed 
region of Nagorny Kara- 
bakh, which will not be eas- 
ily healed following the 
recent lurch towards more 
hardline politics to neigh- 
bouring Armenia. While tbe 
dispute continues, one-fifth 
of Azerbaijan’s territory 
remains occupied and almost 
lm refugees are languishing 
in tents or temporary accom- 
modation. The drain on 
Azerbaijan's sense of 
national pride, as well 
as its treasury, is consider- 
able. 

As one of tbe world’s few 
land-locked countries boast- 
ing offshore energy fields, 
Azerbaijan must also decide 


this year how It is to trans- 
port its oil reserves to world 
markets. The decision is 
fraught with fiendish politi- 
cal sensitivities as well as 
commercial and environmen- 
tal imperatives. 

Should Azerbaijan risk 
offending Russia and Turkey 
by backing the shortest pipe- 
line route through Georgia - 
as it seems inclined to do? 
Or would such a decision 
place too much trust in the 
stability of Georgia, where 
Mr Shevardnadze has only 
just escaped another assassi- 
nation attempt? 

Longer term, Azerbaijan 
must also contend with tbe 
potential threat of Iraq 
returning fully to the world 
oil market, which could 
overturn the entire econom- 
ics of the local oil industry if 
United Nations sanctions are 
lifted. 

There are also growing 
nationalist and religious 
pressures from directly 
south of the border where 
20m ethnic Azeris live in 
Iran. For now, the threat 


from Iran appears remote 
and Baku appears to har- 
bour few designs to recreate 
a greater Azerbaijan. “But 
tills issue is like a volcano 
that has been sleeping for 
many centuries and there 
are always a few wisps of 
smoke going up to the sky,” 
says Faruk Logoglu, the 
Turkish ambassador in 
Baku. 

Moreover, Azerbaijan’s 
government must devise a 
long-term strategy for spend- 
ing its new riches wisely to 
avoid the economic and 
social distortions produced 
in so many other resource- 
rich countries around the 
world. But the early signs 
are not encouraging. Foreign 
business executives bemoan 
the abysmal level of public 
administration within Azer- 
baijan and the high levels of 
corruption. “The question is 
whether they blow the 
money on Mercedes and hi- 
fis or they spend it more pru- 
dently on hospitals and 
schools,” says one. 

But perhaps the greatest - 


52.7% 

Soorcn EBSft Exi 

and most unpredictable - 
determinant of Azerbaijan’s 
future will be the persever- 
ance of its people. So far 
they have endured war, eco- 
nomic collapse and pitifully 
low living standards on the 
promise of a fairer and more 
prosperous tomorrow. 

But Leyla Yunusova, 
chairman of the opposition 
Vahdat party, says that time 
is running out and that tbe 
population’s patience is 
wearing thin. “Several years 
ago. when the first oil con- 
tracts were signed, there was 
euphoria." she says. “People 
believed that oil money 
would come and life would 
improve. 

“But now they have begun 
to understand that the real 
benefits will only come in 
the next century. For now 
we are living in a stale of 
energy crisis. In the prov- 
inces people have to use 
wood from the forests to 
keep warm. And the people 
are asking: ‘Why, if we have 
so much on, do we not have 
electricity?’” 


ADVERTISEMENT 


THE 1NTERNATTONAL BANK 
of AZERBAIJAN REPUBLIC 



AZ0RBAYCAN RESPUBUKASf 
BEYN0LX A L Q BANKI 


Question 

What name describes the biggest bank of the country having third largest 
oil reserves in the world? 

Answer 

The International Bank of Azerbaijan 

Question 

What is the International Bank of Azerbaijan? 

Answer 

IBA today is: 


a truly universal bank handling all banking activities - from retail to 
corporate banking >, from loans to individuals to multi-million dollar 
government and corporate lendings, and trade financing, from home 
banking to credit cards and more. 


Question 

Answer 


Question 

Answer 


What makes IBA different from other banks operating in the region? 

The clients - over 12,000 clients starting from private gas station to multi- 
billion dollar oil giant (IBA has accumulated over 50% of country's banking 
deposits). 

The biggest number of correspondent accounts (over 150 in 42 countries). 
Branches network, covering ail major industrial and agricultural regions (26 
branches nation wide). 

Western banking practice and management procedures (2 min ECU EBRD 
and IBA co-tinanced Twinning programme with Credit Commercial de 
France and Arthur Andersen was launched in 1997). 

Up to date AS-400 based MIDAS banking software providing 

• direct SWIFT link, 

• on line branches connection 

- real time gross payments settlement 

• remote banking and more 

Azericard Ltd - IBA's subsidiary, certified by VISA and EUROPAY as an 
exclusive credit cards clearing centre for Azerbaijan Republic. 

Checking accounts (IBA is the only bank in the country offering to its 
clients checking accounts. According to Azerbaijan National Bank's order, 
IBA's cheques are accepted for all local currency settlements). 

Letter of credit Department (IBA's L/C department handles more than 80% 
of country's export and about half of import) 

The staff - young, well educated, western trained friendly people ... 


Where one could find you? 

Everyone in Baku knows our headquarters, located right in down town 
Baku. 

Our mailing address: 

IBA tower, 67 Nizami Street, Baku, 370005 , Azerbaijan Republik 
Tel/Fax: 930307/934091 
Website: UUU. IBARJZ 
Swift: IBAZAZ2X 

Truly International, Real Azeri Bank 5 ** 

The International Bank of Azerbaijan 
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POLITICS • by Carlotta Gall 


Tough man holds firm 


President Aliyev is v ’ • Xi 
74, but the list 
of potential 
successors is 
very short 


President Heydar Aliyev 
dominates the political scene 
in Azerbaijan in a way that 
is reminiscent o[ the Soviet 
era. His poster seems to be 
everywhere in shops and 
offices. He la omnipresent on 
national television. Some 
people even lower their voice 
when they talk about him. 

This former KGB chief 
ruled Azerbaijan as a first 
secretary of the Communist 
party for 14 years until 1937 
when he was dismissed in 
disgrace by Mikhail Gorba- 
chev. He retired to his home 
region of Nakhichevan 
where he became head of the 
local parliament. 

Then In June 1993, when 
everyone had written him 
off. he returned to power in 
a deftly executed coup, oust- 
ing the democratically- 
elected President Abulfaz 
Elchibey. Several months 
later Mr Aliyev secured his 
position in presidential elec- 
tions. The opposition boycot- 
ted the elections and fewer 
than half the electorate 
turned out to vote, but Mr 
Aliyev won with 98.8 per 
cent of the votes cast. 

At 74 years old he shows 
no signs of tiling and clearly 
intends to run for re-election 
in October. He can stand for 
four to five hours at a cere- 
mony and talk for an hour 
without a note in his hand. 
Asked what the country 
would look like in 10 years, 
he replies: "With me as pres- 
ident.” 

"He is remarkable: very 
tough, very well looked 
after. A very successful oper- 
ation.” says one foreign dip- 
lomat in Baku. 

Mr Aliyev is likely to win 
a second term. If he is not 
much liked, he has won the 
approval of many by bring- 
ing stability to the war- 
racked country. He has per- 
formed well on the interna- 
tional stage, travelling to the 
US In 1997 and securing for- 
eign investment with big oil 
deals. 

He also has the weight of 
the state and security appa- 
ratus behind him and virtu- 
ally complete control of the 
media. He crushed the oppo- 
sition firmly with wide- 
spread arrests once he came 
to power and has dealt sum- 
marily with two attempted 
coups in following years. 

Members of opposition 
parties accuse him or run- 
ning a police state and of 





President Heydar AByev: he shows no signs of tiring, and intends to run lor re-election next October 


creating imaginary outside 
threats to maintain power. 
The prospects for fair elec- 
tions are slim, but opponents 
pale beside him anyway. 

The previous president, Mr 
Elchibey, has returned to 
Baku from self-imposed exile 
and is preparing to run 
again. But the former profes- 
sor and Soviet dissident, 
who is remembered for the 
chaos of his short presi- 
dency. will have to work 
hard to regain his earlier 
popularity. 

Another opponent is Rasul 
Gouliev, the former speaker 
of the parliament and mil- 
lionaire thanks to his previ- 
ous job as chief of Baku's oil 
refinery. Once a great ally of 
the president, Mr Gouliev 
has lashed out at Mr Ali- 
yev's authoritarian rule from 
the comfort of a foreign 
home. He could face corrup- 
tion charges if he returns 
home. 

Mr Aliyev dismisses his 
opponents and says be has 
done much to establish an 
independent democratic 
state with a market econ- 
omy. He says reforms have 
been slow because Azerbai- 
jan was so beset with inter- 
nal crises that it could only 
begin in 1995. 

His opponents say it is the 
president himself and his 
style of government that is 


bolding back development. 
“All the reins of power go 
back to him.” says a foreign 
diplomat. “He wants control 
and he is keeping it.” 

Mr Aliyev reads and 
understands every proposal 
from the IMF and the World 
Bank, says Sabit Bagirov. an 
economist who beaded the 
state oil company under the 
previous government and 
served as adviser to Mr 
Elchibey. The problem is 
more one of lack of delega- 
tion. 

“His character is such that 
he himself has to decide 
everything. He tries to 
decide ail things, big and 
small,” says Mr Bagirov. It 
slows decision-making since 
each minister only gets to 
see the president once every 
few months, be argues. 

“The result is that every- 
thing is going very slowly. 
Azerbaijan needs dynamic 
work from the government. 
And the government should 


be permanently under the 
control of society and parlia- 
ment.” 

Parliament, which has just 
four opposition politicians 
among its ranks, appears to 
serve only as a rubber stamp 
for presidential dictates. 

The system inevitably 
leaves one question begging. 
What will happen after Mr 
Aliyev? The president him- 
self is vague, saying there 
are plenty of capable people 
in his New Azerbaijan party. 

But there is widespread 
speculation that he is pre- 
paring to create a dynasty 
and is grooming his son. 
Ilham Aliyev, currently a 
vice-president at the state oil 
company Socar. 

Hbam has been more visi- 
ble in recent months, stand- 
ing in at official functions. 
Azeris say he does not have 
the steel of the father but 
that be could serve as a fig- 
urehead for others. 

In the end, in a country 


where corruption touches 
every level of life, money 
wifi dictate events, “ft filters 
down through the network, 
the party, tbe police, the 
security organs. It is the 
people controlling (he funds 
who matter. '' says one com- 
mentator. 

There are potentially 
explosive social problems in 
Azerbaijan: huge unemploy- 
ment. nearly im refugees, 
some living in tent camps 
and grim public buildings, 
and a large number of people 
living below the poverty 
line. There is already a huge 
gap between the 'haves' and 
the ’have-nots'. 

The patience or the man in 
the street, who endured 70 
years of Soviet authoritari- 
anism. so far seems inex- 
haustible. Mr Aliyev's con- 
tinued reign looks pretty 
predictable, but Azerbaijan 
without Mr Aliyev could 
prove very unpredictable 
indeed. 


FOREIGN RELATIONS • by Carlotta Gall 


Confident player 
on the world stage 


AOT.Aaioco. British Petrateun/Statoit, British Telecom. Caterpillar. 
Chcrrm, Conoco. DHL, DUEngham Construction, Dresser fndrotries. 

Elf Aquitaine, Ericsson. Ernst Sc Young. Exxon. Halliburton, Hewlett Packard. 
HSBC CJMw. Honeywell. Itochu. John La log. KPMC- Kraemer. Lrtca AG, 
Lufthansa. Manftou. McDermott. Mobfl. Morrison International. Motorola. 
Ofivetti. Peniuofl. Price Waterhouse. Ratal. Romeo, Raycbem. Sedprick 
Insurance, Shell. Siemens. Sun Mkrts) stems. Sumitomo. Texaco. 

Total, WVlgen— l all exhibeton at Sprarhemf r nenls ) 


Freed from the 
Russian embrace, 
Baku now looks 
to the west 
for alliances 


...to do business in 
Azerbaijan... don't be the last... 

...(it's not too late)... to explore the possibilities: 

Tbe Caspian region’s major exhibitions and confercnces:- 

Caspran Oil & Gas 

2 - 5 June IW8 

Caspian Infrastructure 

20 - 23 October IW8 

Caspian Commercial, Retail & Home Interiors 

27 -30 April 1VW 

Caspian Food & Agriculture 

29 June -2 July IW9 

For further information call Spearhead Exhibitions Lid: 

Tef 0181 949 9222 Fax 0181 949 8168 E-mail eaipiajVti’spcsnbead.L'o.ufc 


In Azerbaijan since 1994. 


Providing audit, tax 
and business services. 


Price ffkterhouse # 


48 Nizami Street. #24 
Baku 370001 Azerbaijan 
fax: (+994 12) 98 99 32 
tel: 93 07 00, 93 25 81 


AxEfcoBank has a reputation of best bank, it Is among 
the seven most stable banks In Azerbaijan. 

The bank was die sixth bank in Azerbaijan which were 
audited according to world standards. 

AzEkoBank became the first bank in Azerbaijan which got 
the positive report of Price Waterhouse's auditors. 


For such a young nation, 
Azerbaijan is showing a con- 
summate touch in tbe realm 
of Foreign relations, it has 
barely a decade’s experience 
as an independent country 
all told - two years from 
lfllS before it succumbed to 
Bolshevik rule and now just 
six and a half years since the 
collapse of the Soviet Union 
in 1991. 

The country' had to find its 
feet amid political turmoil 
and a bitter war with 
Armenia which left 20 per 
cent of Azerbaijan under 
occupation and one in seven 
citizens a refugee in then- 
own country. 

Dwarfed by the two big 
powers in the region, Russia 
to the north and Iran to the 
south, Azerbaijan, with its 
enviably rast reserves of oil 
and gas and a population of 
only 7m. looked extremely 
vulnerable. 

But now Azerbaijan is 
emerging as a confident 
player on the world stage. It 
has ended, if not resolved, 
the war with Armenia and 
has employed a clever policy 
or embracing the west while 
keeping Russia and Iran 
happy. 

Azerbaijan is often seen 
as a prize in a modem 
version of the Great Game, 
with the world's big powers 
vying for control of the 
region's riches. Its 
geographical position will 
make Azerbaijan a 
significant conduit for 
energy and trade from the 
Caspian and so of \1tal 
strategic importance to 
energy-consuming countries. 

Russia regards the Cauca- 
sus as its backyard. The US. 
keen to ensure multiple 
sources of energy long into 
the next century, has started 
calling Azerbaijan its “stra- 
tegic partner" in the region. 
Iran, too, is stalking warily 
towards closer relations with 
its nominally Moslem neigh- 
bour. 

Azerbaijan has made a 
point of getting on with 


everyone. As it moves out 
from the Russian embrace 
for the first time in 200 years 
and seeks to exploit its off- 
shore oil, it has turned west- 
wards. 

Turkey is a natural ally 
since it shares a common 
history, language, religion 
and culture with Azerbaijan 
and small business trade is 
booming. But it is the US 
and Europe who can offer 
what Azerbaijan most needs 
- large-scale investment, oil 
industry expertise and a 
strong counterweight 
against Iran and Russia. 

“Our first partner is the 
US then the UK and 
France." says Vafa Gouli- 
zade. a formier Soviet diplo- 
mat and now foreign policy 
adviser to the president. 

Although Azeris refuse to 
name any country as a role 
model. Turkey is an obvious 
choice as it straddles tbe 
east-west, Moslem-Christian 
divide. “We want Azerbaijan 
to be a normal European 
stale," says Mr Goulizade. 

At the same time the lead- 
ership has been careful not 
to neglect Russia and Iran, 
ensuring they have a stake 
in the oil boom. Russian and 
Iranian companies have 
been granted 10 per cent 
stakes in the largest oii pro- 
jects. President Heydar Ali- 
yev has brought some 20 
countries in on the oil deals, 
calculating to moke it in 
everyone's interests to see 
Azerbaijan stable and produ- 
cing. 

Russia at first tried to stall 
Azerbaijan's exploitation of 
its offshore oil fields by 
arguing that tile Caspian Sea 
was not a sea but a lake. If a 
lake, all five littoral states 
should share in the riches 
beneath it equally, Moscow 
says. 

Azerbaijan counters that, 
pointing to previous agree- 
ments between tbe Soviet 
Union and Iran that 
respected the division of the 
sea into sectors. By pushing 
ahead with extraction and 
including Russia and Iran in 
the projects, Azerbaijan is 
gradually winning accep- 
tance of its position. 

Russia has dropped its 
objections to third countries 
participating in the oil 
bonanza and recently 


awarded an exploration con 
tract in its own sectors, 
which is tacit acknowledge- 
ment of tbe division of the 
sea into sectors. Even Turk 
menlstan, which has wran 
gled with Azerbaijan over 
the rights to a specific oil 
field, is coming round. 

But it is far From plain 
sailing. Mr Aliyev claims 
“good relations" with all his 
neighbours, barring 
Armenia, but tbe truth is 
more complicated. 

Both Iran and Russia are 
definitely closer to Armenia. 
Azerbaijan blames Russia 
for supporting Armenia in 
tbe war and hindering a 
peace settlement. Many 
Azeris see the hand of 
Moscow behind two 
attempted coups against Mr 
Aliyev. 

in 1994 Mr Aliyev brought 
Azerbaijan back into the 
Commonwealth of Indepen- 
dent States, the grouping 
that replaced tbe Soviet 
Union, in a move to appease 
Russia. 

Azerbaijan is the only 
country in the Caucasus 
with no Russian military 
bases on its soil or Russian 
guards at its borders, but it 
is constantly reminded of 
the heavy Russian military 
presence surrounding it. 

"Russia blames us for 
drifting towards the west. It 
is not our policy, but we 
want independence. If there 
are threats we will drift 
away." says Mr Goulizade. 

There is also a wariness 
between Iran and Azerbaijan 
that has prevented a rapid 
warming of relations since 
the end of the Soviet Union. 
One issue is the 20m ethnic 
Azeris in Iran. Nationalists 
in Baku have called for a 
united Azerbaijan. 

Both Teheran and Baku 
studiously avoid the topic, 
“it is going to be one of the 
big issues in the next cen- 
tury,” says one* western 
diplomat in Baku. 

Azerbaijan is also 
"extremely sensitive about 
the influence of religion" 
from Iran, says the diplomat, 
and intent on preventing the 
spread of Fundamentalism. 

“We are acting In a field 
full of mines. You can take a 
wrong step at any moment." 
says Air Goulizade. 


NAGORNY KARABAKH • by Carlotta Gal) 




Historical claims 
to territory 
continue to cost 
hundreds of 
casualties 


Nagorny Karabakh. or 
Mountainous Karabakh. is 
an issue that consumes 
every Azeri. It dominates 
the political agenda. The 
six-year war cast a bitter 
blow lu the pride of tbe 
young nation and threw 
Azerbaijan into political tur- 
moil. 

Karabakh is an ethnic 
Armenian enclave. 4.000 sq 
km in size, that ties wholly 
inside Azerbaijan territory. 
War broke out when the 
Karabakhi Armenians voted 
to break away from Azerbai- 
jan and join neighbouring 
Armenia. 

They fought desperately 
and. aided by Armenia, sent 
the large Azeri minority 
fleeing their homes. Azer- 
baijan fried to crush the sep- 
aratists but in the end lost 
both the fabled Karabakh 
and a whole swathe or sur- 
rounding land. 

When the fighting stopped 
in May 1994. 20.000 people 
were dead. 850.000 Azeris 
were refugees, and one-fifth 
of Azerbaijan's territory was 
under Armenian occupation. 

Four years later there is 
still no peace settlement and 
negotiations are deadlocked. 
A ceasefire is officially hold- 
ing but constant violations 
cost the two sides up to 400 
casualties a year. 

It is the longest and most 
intractable ethnic conflict 
resulting from the collapse 
of the Soviet Union and 
offers no easy solutions. 

Azerbaijan Is demanding 
the return of all its lands, 
promising Karabakh tbe 
“bigbest level of auton- 
omy", The leaders of Kara- 
bakh will not consider any- 
thing that Involves the 
enclave coining under rule 
from Baku. 

Azerbaijan's President 
Heydar Aliyev is calculating 
that Armenia will compro- 
mise rather than risk losing 
out in the region’s economic 
boom. But tbe issue has con- 
vulsed Armenia and forced 
President Levon Ter-Petro- 
syan, who was advocating 
such a compromise, to 
resign. 

Both Armenians and 
Azeris lay historical claim 
to Karabakh and both have 


reason. The region has tra- 
ditionally been populated by 
Armenian farmers and trad- 
ers and semi-nomadic Azeri 
herdsman who would bring 

their flocks up in the sum- 
mer and return to the plains 
in the winter. 

The roots of the conflict 
are ancient, part of the long 
enmity between Armenians 
and Turks. The Christian 
Armenians claim Karabakh 

was part of a great Arme- 
nian kingdom as early as 
the 4th century and point to 
the ancient churches dotting 
the region. 

But from the end of the 
4th century onwards Kara- 
bakh was aligned to king- 
doms in the east - Azerbai- 
jan. ft was ruled, with 
varying degrees of local 
autonomy . by Moslem poten- 
tates and from 1813 tbe Rus- 
sian Tsar. 

Tbe Bolsheviks made 
Karabakh part of the Soviet 
republic oF Azerbaijan. The 
move is often seen as part ot 
Stalin’s policy of divide and 
rule, cutting off tbe Kara- 
bakhi Armenians from 
Armenia proper. At tbe 
same time, Nakhichevan, a 
mountainous enclave bor- 
dering Turkey and Iran, was 
given to Azerbaijan, even 
though it is entirely cut off 
by Armenian territory. 

Friction over Karabakh 
flared sporadically through- 
out the Soviet era as Armen- 
ians in Karabakh com- 
plained of discrimination. 
Under Mikhail Gorbachev's 
perestroika they became 
bolder in their demands and 
10 years ago, on February 20 
1988. the Karabakh Soviet 
voted to join Armenia. 

The vote sparked a violent 
reaction in Azerbaijan. 
Crowds went on the ram- 
page in Sumgait, an indus- 
trial town near tbe capital. 
Baku, and killed dozens ot 
Armenians. It marked the 
beginning of six years of 
vicious fighting. 

Azerbaijan first made 
strong headway bat later 
lost heavily. Karabakh won 
de facto independence. A 
new tarmac road now con- 
nects the enclave to 
Armenia, and Armenians 
have settled in the aban- 
doned Azeri villages in the 
strategic Lacbin corridor. 

But both sides are suffer- 
ing while the issue remains 
unresolved. Armenia is 
under economic blockade 
from Azerbaijan and Tur- 
key. It has managed to solve 


its energy shortage but is 
losing out on badly-needed 
trade and investment while 
the borders remain closed. 
Azerbaijan is hurting, too. 

It is barred from receiving 
any US assistance by Article 
907 of the 1992 Freedom 
Support Act on the grounds 
that it is blockading 
.Armenia unfairly. Mr Aliyev 
is seeking to have Article 
907 scrapped but faces a 
hard fight against Congress 
and the strong Armenian 
lobby in the US. 

Meanwhile, the Organisa- 
tion for Security and 
Co-operation in Europe, led 
by envoys from the US, 
France and Russia in tbe 
Minsk Group, is struggling 
to keep peace talks going. 

Its latest two-stage plan 
proposed that Armenia 
withdraw from the districts 
around Karabakh and put 
off discussing the tricky 
subject or tbe status of 
Karabakh and the vital road 
link to Armenia. 

Azerbaijan supported the 
plan bnt Armenia was 
divided. Mr Ter-Petrosyan 
backed the plan, warning 
that while unresolved the 
war would hamper Armen- 
ia's economic development 
He said Karabakh would 
have to settle for an 
arrangement in which it 
preserved its de facto Inde- 
pendence from Azerbaijan 
but technically stayed part 
of it. 

That comment alone lost 
him the presidency. The 
hardline prime minister, 
Robert Kocharyan, assumed 
power in the Armenian capi- 
tal. Yerevan, until a new 
president is elected on 
March 16. A former leader 
of Karabakh. Mr Kocharyan 
has rejected the two-stage 
plan, saying no land will be 
handed back without an 
agreement on Karabakh ’s 
status. 

Negotiations are back to 
square one. Any deal is a 
long way off. Observers say 
it will be years, maybe a 
decade, before people can go 
home. 

Azerbaijan could by then 
nse its new-found oil wealth 
to build op a military capa- 
bility and take the territory 
back by force. That solution 
is viewed as unlikely, but as 
the oil starts Flowing in ear- 
nest tbe balance of power is 
likely to change. Nagorny 
Karabakh will remain an 
on certain factor in a notori- 
ously unstable region. 


Exhibition Group 

The leading 
exhibition organiser 
in new and emerging 


!TE trade events are 
recognised by industry 
leaders world-wide. 
With over. SO exhibitions in 
22 sector. iTE provides thc- 
periect gateway to new. 
markets across the globe. 




Recent exhibitions include: 
Building & Construction, 
Computing, Drink and 
Hospitality, Energy, Fashion, 
Food, Food Processing and 
Packaging, Healthcare, 
Manufacturing, 
Motorcycling. Motoring. 
Oii & Gas, Transport, Traffic 
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Telecommunications, 

Security, Sport and leisure. 
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THE economy. 


by John Thornhill 
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Opportunities beckon future generations 

An .. . A. i i. _■ . 


An adcCJuate State c _ oun ^y’s 7m people, private companies. These come many of its early prob- 
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State planning has gone out 
of fashion in much of the 
former Soviet Union, hut 
nowhere is tt needed more 
desperately than in modern- 
day Azerbaijan. 

The “wall of oil money” 
which is expected to hit the 
country early in the next 
century could overwhelm 
Azerbaijan’s corrupt and 
crumbling economy, enrich- 
ing the few at the expense of 
the many, swelling the value 
of the national currency, a nd 
drowning non-oil related 
industries. 

But there is no doubt that, 
if properly used, Azerbai- 
jan’s oil revenues could also 
transform the well-being of 


lessening the social ten sions 
that have convulsed the 
country for the past decade, 
and endowing it with a rich 
patrimony for future genera- 
tions. As one observer puts 
it, Azerbaijan could, either 
aspire to becoming a Norway 
or slide into being a 
Nigeria, 

Sabit Bagirov. president of 
the Entrepreneurship Devel- 
opment Foundation and a 
former government adviser, 
says it is not yet obvious 
that Azerbaijan has worked 
out a longer-term economic 
plan that will prevent the 
potential distortions of the 
oil boom. 

“We must now develop a 
strategy for how to use these 
oil revenues,” he says. “We 
need to work intensively on 
the development of the 
market, first of all on 
privatisation and the 
creation of many small 


THE OIL INDUSTRY • by Robert Corzine 

Preparing 
for a ‘wall 
of money 


reforms are happening in 
Azerbaijan but not at the 
speed we would wish.” 

At least some government 
ministers appear aware of 
the potential threats and 
opportunities and, with the 
assistance of the Interna- 
tional Monetary Fund and 
World Bank, are trying to 
prepare Azerbaijan for the 
future bonanza. 

Namig Nasrullayev, the 
economy minister, says 
Azerbaijan was left in a par- 
lous economic state when 
the Soviet Union collapsed, a 
condition which was made 
worse by the war in Nagorny 
Karabakh and the mistakes 
of the first post-indepen- 
dence government 

But he argues - with a 
large packet of headache tab- 
lets and an emerging market 
debt report from Merrill 
Lynch lying on his desk - 
that Azerbaijan has over- 




lems and now has an oppor- 
tunity to think further 
ahead. 

In the past few years much 
has been accomplished on 
the macro-economic front, at 
least. The hyper-inflation 
which racked the economy 
in the early 1990s has been 
cut from 1,800 per cent in 
1994 to less than 5 per cent 
in 1997. The currency, the 
manat has been successfully 
stabilised and, thanks to 

large inflows of foreign capi- 
tal, has even appreciated 
against the US dollar over 
the past year. Azerbaijan’s 
gross domestic product, 

. which slumped from $2L8hn 
in 1989 to $7.7bn in 1996, has 
begun growing again and 
was up by 5 per cent last 
year. 

Mr Nasrullayev says it 
would he pointless to ignore 
the fact that Azerbaijan's 
economic future will always 


be inextricably linked with 
ofl, “Azerbaijan always has 
been an energy-based econ- 
omy, is an energy economy, 
and always will be an energy 
economy,” he says. 

But he argues the country 
boasts many other economic 
advantages, which should 
now be exploited. Azerbaijan 
certainly has a large, rela- 
tively cheap, and well-edu- 
cated workforce with good 
technical and language 
skills. For example. Mon- 
sieur Bricolage, a giant 
Turkish -run do-it-yourself 
store on the edge of Baku, 
has had little difficulty in 
attracting highly-qualified 
and motivated staff 80 per 
cent of its employees are 
graduates. 

The country also has a 
comparatively efficient agri- 
cultural sector and com- 
mands a wonderful geo- 
graphic location Baku could 
easily develop into the cross- 


roads of the Caucasus and 
emerge as the natural trans- 
port and business hub for 
the central Asian region 
beyond. 

But Mr Nasrullayev 
accepts the government 
must complete a thorough 
overhaul of micro-economic 
policy if Azerbaijan is to 
encourage the growth of 
healthy non-oil industries 
and a vibrant service sector. 
He argues that large-scale 
privatisation, land reform, 
and the restructuring of pub- 
lic the hanking 

sector are just what is 
needed to make the economy 
more competitive. 

But accomplishing such 
qualitative reforms in a 
country with such a poor 
level of public administra- 
tion and such a long inheri- 
tance of Soviet ways of 
thinking will not be easy. 
Foreign business executives 
complain that few Azeri offi- 


cials appear to understand 
how a modem market econ- 
omy works. 


Mr Nasrullayev accepts 
there is a big problem with 
corruption and says there 


Alan Wilkinson, head of must be higher standards 
the British Bask of the Mid- and greater transparency in 


die East, a subsidiary of the 
HKSB group, says his bank's 
expansion plans In Azerbai- 
jan have been continually 
thwarted by bureaucratic 
obstacles and protectionist 
attitudes. 

“It is protectionism with- 
out folly understanding the 
benefits which competition 
can bring to the market and 
to customers," he says. 

Moreover, the scale of cor- 
ruption in Azerbaijan, which 
makes even hardened for- 
eign oilmen blanch, is also 
sapping the economic vital- 
ity of the country. Azeri 
businessmen speak of the 
near impossibility of comply- 
ing with Azerbaijan’s highly 
complex tax laws, making 
them vulnerable to the pre- 
dations of corrupt officials. 


public life. 

“If the water in the tank is 
dirty no one can see if some- 
one has grabbed the fish,” he 
says. 

Philip Daniel, a British 
economic adviser to the gov- 
ernment, says the Azerbai- 
jan economy has come a 
long way in a short time, but 
much remains to be done. 
“There is good momentum 
behind reforms at the 
moment, but it is very much 
at a critical point," he 
says. 

“Now that the first oil has 
started flowing, and with 
presidential elections this 
year, will people feel that the 
pressure for reform should 
ease off or that there should 
be a redoubling of their 
efforts?” 


ENERGY PIPELINES • by Robert Corzine 



Baku could become 
the Caspian hub 


Infrastructure is 
a big problem 
in rebuilding 
a world class 
industry 

Western oilmen say that if 
you stand long enough in 
the foyer of the Baku head- 
quarters of Socar, Azerbai- 
jan's state oil company, you 
will see much of the world's 
oil industry pass by. 

That statement may be an 
exaggeration, but Azerbaijan 
has certainly caught the 
imagination of oilmen world- 
wide. Although the industry 
prides itself on a hard- 
headed commercial attitude, 
it also sees itself as one of 
the last of the romantic 
industries. Doing business in 
a country which was one of 
the birthplaces of the oil 
industry has much appeal 

So too. of. coarse; does the 
potential for discovering or 
developing large oil and gas 
fields. 

The nine production-shar- 
ing agreement (PSA) con- 
tracts signed so for- by Azer- 
baijan read like a roll call of 
the world’s most powerful 
international oil companies. 
Their presence is not sur- 
prising given the scope for 
future developments In the 
Caspian “There are two or 
three North Seas to be found 
here," says one senior west- 
ern oil executive. 

If exploration efforts are 
generally successful and 
existing fields prove as pro- 
lific as hoped, between S25bn 
and $30bn could be spent by 
the nine PSA groups in Azer- 
baijan alone. ; 

A recent survey by MAI 
Consultants of the UK says 
ann ual expenditure by the 
oil industry in Azerbaijan 
could reach JStbn within a 


decade, while oil production 
could rise to more than 3m 
barrels a day by 2007. That is 
more than is produced at 
present in the UK offshore 
sector. 

Azeris and foreigners alike 
talk of “a wall of money” 
hitting the country around 
2003, when production from 
the Azerbaijan International 
Operating Company (AlOC), 
the first big foreign venture, 
ratchets up toward its even- 
tual plateau of 800,000 bar- 
rels per day (b/d). A mile- 
stone on the way to that 
target should take place this 
month when the first tanker 
of AlOC oil is due to be 
shipped out of the Russian 
Black . Sea port of Novoros- 
siysk. 

But the task of rebuilding 
a world class oil industry in 
Azerbaijan is not proving 
easy. Nor is it yet a sure 
thing. There are several rea- 
sons for this. 

First . Is the state of the 
infrastructure, both in the 
.ail industry Itself and more 
generally. The government 
wants foreign companies to 
take advantage of existing 
oil facilities and the tens of 
thousands of Azeris who 
work for Socar and its sup- 
pliers. If equipped with mod- 
em tools and trained prop- 
erly in the latest techniques, 
Azeri artisans have proved 
up to the job. But the facili- 
ties and local management 
attitudes have not 

“The problem of the lack 
of modern infrastructure 
was known to some extent.” 
says Mike Shearman, head of 
the British Petroleum-led 
Shah Deniz offshore project 
which is due to begin dril- 
ling this year. “What wasn't 
known was the time it would 
take to do something with 
it.” 

Oilmen wo rry that if the 
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Production could rise to more than 3m b/d by 2007, according to consultants nnucJanu wcatowd 


government continues to 
sign new contracts, the pres- 
sure on the infrastructure 
will prove unbearable. 
“Where's all the infrastruc- 
ture to support us all." asks 
Mr Shearman. 

John Hollis, rite head of oil 
transportation for AlOC. 
also wonders whether 
“people have grasped how 
much it really costs to 
restore clappea-oui equip- 
ment”. 

Azeri management prac- 
tices have aiso proved frus- 
trating and time-consuming. 
“Time and money drives 
me," says one Foreign oil- 
man. “But Azeri managers 
steeped in the old system are 
not time-conscious and are 
not geared to meeting the 
company's needs.” 

Efforts are under way to 
find cooperative solutions 
that could remove the worst 
infrastructure bottlenecks, 
but the fact that there is still 
only one modem offshore 
drilling rig operating in 
Azeri waters highlights the 
scale of the infrastructure 
problem. 

The strict exploration 
timetables laid out in the 
PSA contracts means most 
oil companies will probably 


find a way around the dril- 
ling rig shortage. But one 
foreign oil executive says the 
development of an offshore 
industry will need to be 
underpinned by big - and 
expensive - improvements 
to Azerbaijan's general infra- 
structure of roads and power 
supplies. 

The delays and cost over- 
runs being experienced are 
not unusual in the interna- 
tional oil industry. But for 
Azerbaijan it puts back the 
day when the “wall of 
money" comes into view 
because under the produc- 
tion sbaring contracts the 
foreign companies must first 
be compensated for the addi- 
tional expenses now being 
incurred. 

Western oilmen report a 
growing anger among top 
Socar officials about rising 
costs. But the foreign compa- 
nies say such costs are inevi- 
table as long as Socar puts a 
priority on rehabilitating 
existing - but often ques- 
tionable - assets rather than 
opting to bring new equip- 
ment into the country. 

The complicated condi- 
tions that can be encoun- 
tered when drilling in the 
Caspian could also slow 


developments. Drillers at 
Shah Deniz, for example, 
will have to contend with 
mud volcanoes and shallow 
gas caps as they work their 
way down to a possible res- 
ervoir that lies 6,500 metres 
below the seabed, where 
pressures could be greater 
than 10.000 pounds per 
square inch. 

Another factor which 
could affect the pace and 
extent of overall develop- 
ment is the size of the 
reserve base. Last year, sev- 
eral exploration wells proved 
disappointing. Oilmen also 
worry that some potential off 
fields may turn out to be gas 
reservoirs. That would be 
unwelcome because gas is 
harder to sell than off. 

Khoshbakht Yusifeade, 
Socar’s vice-president for 
geology, geophysics and 
hydrocarbon production, 
says dry holes are to be 
expected in exploration: "If 
you have 20 exploration tar- 
gets, half will be empty. 
That's no tragedy." He rein- 
forces his message by point- 
ing to the huge geologic map 
of the Caspian Sea covering 
one wall of his office: “There 
are 114 structures to exploit 
in Azeri waters." 


The political 
complexities of 
choosing a route 
are seen as 
enormous 

Western diplomats and 
oilmen in Baku say Azerbai- 
jan has so tar foiled to capi- 
talise on its potential to 
become the main hub for oil 
and gas pipelines in the Cas- 
pian Sea region. 

Work aimed at defining 
the best routes for a main oil 
export pipeline will soon be 
completed in preparation for 
a government decision in 
October. But many observers 
believe the government is 
looking at the issue in rela- 
tive Isolation and not as part 
of a grander scheme which, 
could secure Baku's status 
as the oil and gas transporta- 
tion centre of the Caspian. 

They say the political 
winds are propitious for 
such an ambition, given that 
the US in particular is keen 
to ensure that large-scale oil 
and gas pipelines from the 
region bypass Iran. Washing- 
ton also wants to ensure 
that the resources of the 
region are largely directed 
through politically-secure 
channels to Europe.. That 
does not necessarily pre- 
clude significant oil exports 
moving through Russia en 
route to such markets, but 
diplomats say it is clear that 
the US would like to see the 
bulk of the oil moved 
through alternative routes. 

The political complexities 
of choosing a main export 
route are enormous, say oil- 
men. The competition is 
between Rnssia, Georgia, 
Turkey and Iran. “But each 
has a fatal flaw," says (me 
senior western executive. 

Turkey “is hungry” for the 
pipeline, he notes. But the 
Turkish option haw the high- 
est capital cost and would 
cover the longest distance. 


The higher the transporta- 
tion costs, the less money 
there will be for the Azeri 
government. 

Senior Azeri government 
officials believe the financial 
obstacles for such a line can 
be overcome. “A pipeline 
that went from Baku to 
Georgia and then on to Cey- 
han would be used for centu- 
ries,” says Vafa Goulizade, a 
foreign policy adviser to 
{resident Haydar Aliyev. 
“Seen in that light it's not so 
expensive, and I think Rus- 
sia would take part in its 
construction." 

Oilmen stress that a politi- 
cal decision on a preferred 
route for the main oil pipe- 
line is not the same as a 
commercial sanction for the 
project to proceed to its con- 
struction phase. That, they 
say, will depend on the 
actual volumes of oil avail- 
able far export from Azerbai- 
jan. “Ceyban is inevitable," 
says one senior western 
executive. “But it will be 
driven by the need to have 
substantial export volumes" 
in place. 

Officials from the AlOC 
say they are impressed by 
the general professionalism 
of Transneft, the Russian ofl 
pipeline monopoly tbat over- 
sees the export of early oil 
through the northern route 
that passes through Chech- 
nya. Concerns about the 
long-term security of a major 
northern pipeline undermine 
that option's commercial 
attractions, however. So, too, 
does Turkish opposition to 
any large-scale increase in 
supertanker traffic through 
the crowded Bosporus, 
although a growing market 
in the Black Sea region 
might alleviate some of that 
concern. 

The Bosporus problem 
also affects the prospects of 
a main export line going to 
Supsa in neighbouring Geor- 
gia, which would be the 
cheapest alternative. 


Iran is the wild card in the 
running. A number of west- 
ern oil executives question 
the commercial soundness of 
a strategy that would send 
large volumes of Azeri oil 
into a congested Gulfr when 
the main market for Azeri 
oil is likely to be the Black 
Sea and the eastern Mediter- 
ranean. But they say limited 
swap arrangements might be 
attractive, under which 
Azeri oil would be made 
available to refineries in 
northern Iran in exchange 
for an equivalent amount of 
crude being made available 
at Iran's Gulf export termi- 
nals. 

“A 250,000-barrels-a-day 
swap arrangement with Iran 
would be cheap and wise.” 
says one senior executive. 
But unless there is a thaw in 
relations between the US 
and Iran such an option may 
only be available to those 
consortia which have no 
American partners. The 
wariness with which Iran 
and Azerbaijan view each 
other may also preclude any 
large-scale exports via the 
south. 

Armenia could also figure 
in any final pipeline deci- 
sion. Azeri officials have 
held out the prospect tbat 
Armenia could be included 
in any eventual export 
arrangements should there 
be a diplomatic break- 
through over Nagorny Kara- 
bakh. Although it is unlikely 
that Baku would allow the 
main export line to go 
through Armenia, a spur 
might be possible which 
would fulfil Armenia’s 
domestic energy needs as 
well as allow far same export 
oil to transit its territory. 

Although it is clear that 
there is no sin gl e solution 
that will can please all the 
interested parties, one oil- 
man said that whatever 
route is chosen, it should at 
least “offend everyone 
equally”. 
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TECHNOLOGY 


MACHINES AND MEDICINE DNA CHIPS 


Markers on the road 


to avoiding illness 


Personalised electronic cards with a print-out of our genes may soon 
show doctors what treatments are appropriate, says Clive Cookson 


flU Anyone listing key 
technologies for the next 
■You century would put genom- 
ics and computer chips near the 
top. Recently the two have been 
brought together, in the form of 
DNA chips or gene chips - a 
combination that is poised to 
revolutionise medical research 
and diagnosis. 

In the US, both President Bill 
Clinton and vice-president A 1 
Gore have recently cited DNA 
chips as a prime example of the 
power of science to improve 
human health. Researchers are 
already beginning to use them to 
distinguish between different 
forms of cancer and strains of 
HIV, the Aids virus. 

Within 10 years doctors will 
use DNA chips routinely for diag- 
nosing tumours. Infections and 
many other diseases. And, if the 
technical optimists are right, in 
30 years we will be carrying per- 
sonalised electronic cards with a 
print-out of all our genes, so that 
if we suffer any symptoms of dis- 
ease. our doctor can check a 
blood or tissue sample with a 
DNA chip; this will show very 
quickly which genes are causing 
trouble and what treatments are 
most appropriate. 

The field is so new that the 
terminology and definitions have 
not yet settled down. Although 
“gene chip" and “DNA chip" are 
used interchangeably, the latter 
seems preferable as a general 
term, because Asymetrix, a Cali- 
fornian company, has registered 
the name GeneCbip for its prod- 
ucts. 

The chip contains an array of 
synthetic gene fragments bound 
chemically to a slice of glass or 
silicon (see below). They reveal 
the presence of corresponding 
genes in a blood or tissue sample 
through the phenomenon of 
"hybridisation" - the 
Intertwining of single strands of 
DNA to form the famous double 
helix molecule. 

California, with its thriving 
biotechnology and electronics 
Industries, has not surprisingly 
been the hotbed or DNA chip 
development so far. Besides Asy- 


metrix. Californian companies in 
the field Include Nanogen, Hyseq 
and Synteni (bought recently by 
Lncyte, the gene-hunting com- 
pany). 

But diagnostic companies and 
university researchers elsewhere 
ore moving Into the field. The UK 
has one pioneer of DNA chip 
research, Ed Southern at Oxford 
University, who recently set Up 
Oxford Gene Technology to 
exploit his strong patent position. 
Among established companies 
Amersham Pharmacia Biotech, 
the Abglo-Swedlsh group that is 
the world's largest supplier of 
biotechnology chemicals and 
equipment, has a substantial 


The new world has 
fast-growing and 
overlapping 
collaborative 


networks 


research programme in the 
field. 

The young world of DNA chips 
has several fast-growing and 
overlapping collaborative net- 
works involving universities, spe- 
cialist chip companies, gene 
hunting and testing companies, 
diagnostic companies and phar- 
maceutical groups. 

Alongside the collaboration, 
however, is a potential nightmare 
of conflicting patent claims. As 
the journal Nature Genetics 
notes in an editorial this month, 
it is difficult to know how to 
invest research funds in DNA 
chips "when the technology is 
changing kaleidoscopically and 
chip companies are suing each 
other left, right and 
centre". 

Ron Long, chief executive of 
Amefsbom Pharmacia, agrees; 
"Intellectual property is going to 
be a minefield." He says a com- 
pany selling a DNA chip might 
have to acquire licences from 
many patent owners with claims 
on the genes involved 
and on Various aspects of the 
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technology. “When you add up 
all the royalties you have to pay, 
It becomes harder and harder to 
see how you could make money," 
Mr Long says. "There really does 
need to be a radical overhaul of 
patenting arrangements.” 

Scientists expect to use DNA 
chips for several different types 
of genetic diagnosis. Most 
straightforward is to discover 
whether specific disease-causing 
genes or mutations are present in 
the patient; it then provides a 
way to speed up and cut the costs 
of genetic testing. 

An extension, which may be 
particularly useful for diagnosing 
disease, is dynamic gene expres- 
sion. It focuses on the genes that 
are switched on and producing 
protein In toe patient's sample, 
rather than reviewing all the 
genes present, whether or not 
they are active. 

The first generation of DNA 
chips now reaching toe market 
are still being used mainly to 
research, rather than for routine 

cHtdr.nl atalydn. 

For example an Asymetrix 
GeneChip distinguishes muta- 
tions In the main enzymes of 
HIV. The company Is working 
with Glaxo Wellcome, toe leading 
Aids drug manufacturer, to corre- 
late these genetic variations in 
the virus with patients' response 
to treatment. The aim 1s to 
enable doctors to prescribe the 
drug combination that best fights 
the HIV strain In each individual 
patient 

Another GeneChip analyses 
mutations in hum ah cytochrome 
P46o genes, which control the 
production of drug-metabolising 
enzymes. A third chip detects 
variations to the p&3 cancer 
gene. 

These early applications could 
be handled by conventional 
genetic analysis, albeit more 
slowly and lees conveniently. But 
Helen Parkea. head of genetic 
testing research at the UK's 
recently privatised Laboratory of 
the Government chemist, says 
DNA chips will soon be used to 
diagnose multi-gene disorders 
such as coronary heart disease. 
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For these, many thousands of 
potential mutations will have to 
be analysed - which would not 
be practical using conventional 
techniques. 

It is important not to get too 
carried away by hype about DNA 
drips. Before they come into rou- 
tine use as multi-purpose diag- 
nostic tools, many problems will 
have to be overcome. For a start, 
the Human Genome Project - to 
decipher all 3bn chemical units 
that provide a genetic blueprint 
for mankind - must be com- 
pleted; toe target date for achiev- 
ing this is 2005. 

And much technical progress is 
required to peripheral activities, 
such as preparing samples to feed 
into DNA chips and developing 
software to analyse the vast 
volumes of data produced. 

President Clinton may have 
been overoptlmi&Uc in his timing 
when he predicted in January's 
state of the union, address to Con- 
gress: "Within a decade, gene 
chips will offer a road map for 
prevention of illness throughout 
a lifetime.” But he will be right 
eventually. 


INNOVATION ULTRASOUND 


Sound gain for medical students 


This is part of a continuing series 
OH medical technology. 


Gene chips may be one of the 
most important new develop- 
ments in diagnostics, but 
they are not toe only Innovation 
in a diverse market that Is served 
by hundreds of suppliers world- 
wide. 

A new Israeli development, for 
example, is helping medical stu- 
dents. who have always had a 
tough time learning the art of 
ultrasound diagnostics. They 
could not gain crucial experience 
dealing with trauma cases in 
emergency rooms. 

It was difficult to find patients 
who would volunteer for doctors 
to demonstrate invasive vaginal 
procedures. And rare cases could 
be encountered only in text- 
books. 

Med Sim, an Israeli start-up 
company, is selling an ultra- 
sound simulator to solve to is 
problem. Developed by four for- 
mer Israeli Air Force pilots who 
adapted flight simulator technol- 
ogy. LTUraS im gives medical stu- 
dents and technicians-in-trainlng 


hands-ou experience they could 
only acquire previously 
from real life cases. 

“The simulator looks like an 
ultrasound system with generic 
buttons and key panels, but it is 
actually a computer which 
uploads cases from CD-Roms that 
are collected directly from real 
patients." says Gil Paecht, the 
company's international market- 
ing director. 

Students train using an ultra- 
sound probe on a dummy patient, 
equipped with an internal trans- 
mitter that Teeds data into the 
computer. 

“During training, the student 
or physician can see an image on 
screen that looks like a real 
ultrasound image." says Mr 
Paecht. 

So far, the company has devel- 
oped four training modules cover- 
ing about 200 gynaecological, 
obstetric and abdominal cases. 
Six more modules will be 
released this year, 
Including breast examin- 


ations and trauma cases, 

The company patented the 
technology in 1996 In toe US and 
Europe. During 1997, its fetrt year 
of sales, MedSim generated reve- 
nues of about 31.7m. 

Among initial buyers were the 
Whitman Ultrasound Diagnostics 
School, a chain of 14 ultrasound 
training centres in the US, and 
the US Air Force, which pur- 
chased the systems last month. 
Each UltraSlm system costa 
about $45,000. 

Elsewhere to the diagnostics 
sector, several developments ore 
under way at LGC. a UK labora- 
tory which specialises in 
chemical and DNA-based anal- 
ysis. 

New tests for early signs Of 
osteoporosis, paternity and for 
response to pharmaceutical drugs 
are likely to be available within 
months from University Diagnos- 
tics. part of LGC. 


;]snK 

- 


Avf MaohNs 


Ail e\ 


SI EM ENS 

NIXDORF 




Let your potential 
grow... 

Today's new technologies are offering an ever-expand- 
ing variety of increasingly complex options for creating 
a modern DPsystem. But the key to a powerful IT infra- 
structure lies in the way It's designed end planned. And 
It takes highly specialized expertise to select the right 
foundation, the one that will be best suited to your indi- 
viduai needs, both today end tomorrow. It's a challenge 
that your own DP team often enough can't assume in 
addition to their regular duties. 


with Siemens Nixdorf 
IT Service... 

The partner who implements and deploys your system 
is in tiie best position to know how it will have to be 
supported after it goes into production. And for subse* 
qusrtt modifications and extensions, too, you'll need 
a partner who can accompany and help shape the pro- 
cesses. A partner who possesses the competence 
and experience that are needed to offer single-source 
service) from initial planning and project design to 
complete operation of your systems and networks. 


for information technology 
without the thorns. 

So you can concentrate on the challenges of your 
market end leave the planning and deployment of your | 

systems end networks to Siemens Nixdorf IT Service. f 

Our specialists have the cross-vendor know-how 3 

that's needed to keep you on the right track from the I 

very beginning. To assure you Information technology f 

without the thorns. For more information, simply fax 2 

this ad to us at +49-89-636-45579. Don't forget to add | 

your name and address! | 











■na ry .-y--- 

fe' - 





SCULPTU RE FROM PAINTING ANTHONY CARO IN LONDON 


Classical austerity meets romance 


Anthony Caro remains, at 73, as 
ixtriific and energetic a sculptor 
as ever, and quite capable of 
springing the odd surprise. Yet as 
Ids career moves towards its sev- 
enth working decade, from the 
1940s into the post-millennium, 
so the essential consistency in 
the work declares itself with 
every new piece, consistent even 
in its inconsistencies. 

He read engineering at Cam- 
bridge before taking to sculpture 
in the later 1940s. He was then 
assistant to Henry Moore in the 
early '50s and in 1952 began an 
influential taro as a teacher in 
the sculpture school at St Mar- 
tin’s, which lasted for the next 27 
years. But it is less the later than 
the earlier transition that is now 


so intriguing: for while at differ- 
ent periods he may have seemed 
to reject those early disciplines 
and influences, we can now see it 
was the creative pull between the 
two that, even then, supplied the 
necessary driving force. 

First there was the disinter- 
ested unders tanding of the prac- 
tice of the engineer. Then, with 
Moore, came the intuitive, per- 
sonal statement to be given an 
actual physical form. And so we 
come to the eternal polarity 
between a classical austerity on 
the one hand, and the romantic 
sensibility on the other, with die 
artist never quite sore where 
upon the l inking continuum he 
stands, the balance tilting now 
this way. now that 


Caro turned away from the fig- 
urative references and the loose 
modelling of his 1950s work, for 
the sharp formal constraints of 
cut, bolted and welded metal, by 
which he made his international 
reputation in the 1960s - back as 
it wore from Moore to engineer- 
ing. Yet he now recognises that 
that early phase was integral to 
everything he has ever done. 
Now we can see that that rejec- 
tion was no rejection at all, for 
Caro has ever been the modeller, 
even in metal, and an odd, asso- 
ciative figuration has always 
remained a quality in the work. 

The show at Annely Juda Fine 
Art gives us the more recent 
monumental work in which 
Caro's interest is in reconciling 


steel with wood and modelled 
and fired clay. There is also the 
extended jeu d 'esprit eg hi s new 
book sculptures, small, punning 
maquettes here set out on 
shelves as in a library, each a 
rapid interplay of farm, material, 
idea and image. 

He has said, often, that his 
work must stand for itself, on its 
own terms, yet he cannot resist 
the suggestive title, the elliptical 
reference. Those references grow 
ever more specific. He is an 
abstract sculptor who has made a 
monumental cycle upon the 
theme of the Trojan War, and has 
worked frequently from the inspi- 
ration of painting. Now the 
National Gallery is showing a 
group of substantial pieces of the 


past dozen years or so. made 
after particular works of the mas- 
ters, from Giotto to Matisse. 
Though it may raise a few eye- 
brows, the gesture is right great 
galleries are the province and 
working resource of the artist 
quite as much as of anyone else. 

Not all of Caro's homages suc- 
ceed to the same degree - “Van 
Gogh Chair", for example, is a 
shade obvious and heavy-handed. 
But all are fasranating , and not 
just for the insight the compari- 
son affords into his works alone 
- and one or two are spectacu- 
larly successful in themselves as 
works of art - but in the critical 
formal analysis they offer of each 
originating masterpiece. They 
return the compliment. 


Where the composition is more 
static, as in the Goya firing 
squad, "The 3rd of May, 1808”, 
the “Giotto Madonna” or the 
“Van Gogh Chair'’, the effect has 
something of an exercise done 
well. More especially they suc- 
ceed where there is an evident 
rhythmical continuity to the 
composition, whether martial 
and celebratory, as in the Mant- 
egna “Triumph of Caesar”, tragic 
and despairing, as in the early 
Rembrandt “Descent from the 
Cross”, QT langnirt and 
as in Matisse’s blue reclining 
nude, or "Le dejeuner sur 
lherbe” of Manet 
For what Caro does in his free 
commentaries Is to reveal the 
bones and sinews of these great 
works, from which they derive 
their life and strength. Reduced 
to an abstract simplicity, 
informed by real space and 
light, each element takes its 
proper place, plays its proper 
role. Through the intuitive, 
exploratory sympathy expressed 


in the work of one artist for the 
work of another, we begin to see 
something of what that work 
actually is, and why, yet with no 
sacrifice of essential fueling or 

moaning -. 

For we know by common-sense 
that it is not the subject alone 
that makes the work of art, oth- 
erwise a mere title would 
announce a masterpiece. No: it is 
what the artist makes of it that 
matters. And in that downward, 
rhythmical foil of form and struc- 
ture, Caro shows just why it is 
that that little “Descent" of Rem- 
brandt is the monumental mas- 
terpiece it is. 

William Packer 


Cm st tbs Msffoost Safety - setipfan 
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7ha Barnard Safer Cftaftdfe fanfaflon, 
sod Tbs Henry Haora Foundation. Hew 
Aspects of JUtamy Cane Amely Jnda Flan 
Ait, 23 Daring Street W, ibS April 11. 


An evening of Titanic 
proportions from Abbado 


OPERA 


FaMrif " 7 
StaXtsoper, Berth 


The closing fugue of Verdi’s 
Falstaff is one of the great 
moments of opera: "Tutto nel 
mondo 6 burl a", sings Falstaff 
(“an the world is a joke"), and if 
hie is wise, Claudio Abbado will 
have been smiling along with 
him from the pit at the Staaiso- 
per outer den Linden, Berlin's 
premier opera-house since reuni- 
fication. 

Abbado ’s decision not to renew 
bis contract with, the Berlin Phil- 
harmonic Orchestra has released 
an outbreak of bosdhty-in the 
German press of the kind that 
could only make a public figure 
laugh or cry- While the debate 
raged, Abbado kept his head 
down and carried cm conducti ng . 
- but ironically. 10 minutes' drive 
away at the Staatsoper, just out 
of reach of the sniping, but dose 
enough for the roar of applause 
♦fart greeted his curtain-call to be 


heard back at the Philharmonic, 
the orchestra's headquarters. 

Verdi has long been one of 
Abbado's musical soulmates, ffis 
Simon Boccanegra at La Scala 
has gone down in operatic annals 
as one of the great productions of 
the post-war era. and so it was 
inevitable that his first Falstaff 
should attract eager interna- 
tional sc r ut iny. Of coarse, only a 
mischief-maker would want to 
question why he chose to per- 
form the opera not with his own 
orchestra, as he did for OteUo two 
years ago, but with another Ber- 
lin organisation. 

' It must be quite a business get- 
ting 70 musicians out of the pit 
together with their instruments, 
on to the stage to take a commu- 
nal bow at the end, but it was 
worth it The musicians of the 
StaatskapeBe Berlin, the resident 
orchestra at the Staatsoper. 
deserve to be mentioned in the 
same breath as top opera-house 
orchestral players in Vienna or 
New York. They played Verdi's 
miraculous score with lightness, 
clarity and also italianate fire, 
when requested. 


No doubt that last was 
Abbado's doing. A 10-year stint of 
Brahms and Mahler symphonies 
with the Berlin Philharmonic 
may have made Abbado look like 
an honorary German, but after 
the performance be still goes to 
his favourite Italian restaurant in 
Berlin for pasta. His Falstaff was 
the kind only a native Italian 
could deliver, clean, rhythmical, 
incisive, enlivened by the occa- 
sional explosion of noisy fury. 
Only characterful humour was 
missing: where Verdi writes Pal- 
staff's pompous girth into bis 
score. Abbado always led his 
players trippingly past 
StUl the music was the reason 
for going. As a whole, the perfor- 
mance was rather the sort that 
the captain of the Titanic would 
recognise ail too well - 90 per 
cent of the interest down in the 
pit, only 10 per cent visible on 
stage. Whatever thoughts Jona- 
than Mille r may have had about 
the opera, they failed to commu- 
nicate themseives in his produc- 
tion. The designer, Herbert Kap- 
plmuller, ban provided a strange 
series of sets that explored all 


Medieval high jinks 


manner of false perspectives, 
apparently leaving Miller no 
angle of his own. 

To sit through this most magi- 
cal of all Italian operatic come- 
dies with barely a smile raised 
the whole evening is a grave dis- 
appointment So long as the stage 
was filled with people, as in the 
two main finales, the opera’s 
natural momentum carried the 
performance along, but those cru- 
cial dialogues which depend on 
real characters went for little. 
Neither Mariana Lipovsek’s Irri- 
tating Mistress Quickly, nor 
Lucio Gallo's keen, incisively- 
sung, young Ford hit home in 
their important scenes with Fal- 
staff. 

Singing the title-role for the 
first time, Ruggero Raimondi 
brought to it a still imposing 
voice, nobility of style and phi- 
landering character, ma kin g the 
role a great uncle to the famed 
Don Giovanni of his youth. Soile 
Isokoski, with her individual 
soprano, and Katharina Kammer- 
loher were the Merry Wives; 
Dorothea Rdschmann’s positive 
Xannetta and Marcelo Alvarez's 
Fenton played nicely together as 
the young lovers. Good singers 
all. if only they had been galvan- 
ised into a truly comic cast of 
quick wits and rounded charac- 
ters. “Tutto nel mondo e burla" 
perhaps, but this Falstaff was no 
laughing matter. 


DANCE 

CLHWENT CRISP 

Hunchback of Notre Dame 
Northern BaBet Theatre 


And there he is again, dear old 
Quasimodo swinging through the 
belfry like Tarzan after a heavy 
night, rescuing the much put- 
upon Esmeralda and providing 
her with somewhat cursory 
room-service in the upper 
reaches of Notre Dame. 

Victor Hugo’s high romantic 
jinks were first set dancing soon 
after the novel was published, 
and now Northern Ballet Theatre 
has come up with a version 
which continues the company's 
tradition of fine design 
framing a form of rampagious 
dance-theatre where everyone on 
stage has a chance to act and act 
and act 

NBT goes for drama as a puppy 
goes for an old shoe, worrying it 
aQ over the place with relentless 
energy. Not for them the theatri- 
cal adage that Less is More. 
“More is More” is their motto, 
and the more the crowd behaves 
as if Involved in some medieval 
It's a Knockout in Michael Pink’s 


production, the more skirts are 
found above the waist the more 
there is of what Cold Comfort 
Farm identified as “mollodang”. 
the more vegetables are thrown, 
rapes attempted, hangings threat- 
ened, the more NET’S public will 
delight in what is on offer. 

The psychic temperature was, 
one may say, maintained at tropi- 
cal level when I saw the first 
performance at Leeds’ Grand 
Theatre last week. There, rather 
cursory in characteristion but 
richly endowed with meaningful 
glances and rampant libidos, are 
Esmeralda (sans goat, alas: how 
did they miss that trick?). Quasi- 
modo, Gringofre. Phoebus. Fleur, 
Frollo (whose problems also 
include the fact that he insists on 
wearing a black leather house- 
coat for much of the time), and 
someone whom, in the half-light 
of the auditorium and with soar- 
ing heart, I thought was called 
Chopin. Alas, he’s jost another 
mad beggar, and his Dame is Clo- 
pin. 

) found that all of these, wifb 
the exception of Luc Jacobs’ 
pathetic and oddly touching Qua- 
simodo, were more cyphers than 
not Amaya Iglesias’ Esmeralda 
is much put upon, but, unlike the 


men in the cast we do not feel 
for her. 

The hero of the piece is Lez 
Brothetston. producing yet again 
a design which allows Michael 
Pink’s staging a splendid fluidity 
- the real merit of the production 
lies in its sweep of incident - and 
which evokes medieval Paris 
with commanding imaginative 
skill. Brothers ton’s understand- 
ing of materials, of what wood 
and cloth can do and can suggest 
u n de r stage light (brilliant from 
Paul Pyant), gives the work rare 
distinction. The score is by Philip 
Feeney, and it is, in the best 
sense, a sound-track. It creates 
mood, atmosphere, and it is 
skilled in its waWny 

The piece is nowhere subtle, 
and nor is this music, but NBTs 
audiences relish the spare-us- 
nothing diet of gore and horrors 
that is NBTs manner. On these 
terms, this Hunchback justifies 
itself. Richly decked with gypsy 
charm, deformity, great architec- 
ture, lust, priests, two public 
bangings, a grimy mob and inces- 
sant bell-ringing, it is fit for the 
Millennium Dome. 


•Northern Ballet Theatre’s tour is 
sponsored by Halites pic. 
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AMSTERDAM 


4,6 


3-673 2121 . 

try Roads and Helds: 
a devefopfiwn* Dutch 
» painting, fromthe 

visions of Da - 

an and Van Huysumm, 
-the-ceritury works by 

i and -Mondrian: ends 


terfand* Opera , Hot 

iafctMtor 

31-20-5S19SH 
pus Rax and 
■nensynifonte: Stravinsky 
rie^bULNaw. co-produetton 
the Salzburg festival, 
teet by Pater SeSsre- The 
luctor is Hans vorik, and the 
includes Wiferd White; Mar 


BELFAST 

Mend, <*»«* 
9i? 


Hansel and Qretefc by 
Humperdinck. Conducted by 
Graham Jackson in a staging by 
Aldan Lang, with designs by Les 
- Brotherstorr. Mar 3. 5, 7 

BERLIN 

CONCERTS 

Ph i lha rwo oie 

Tek 49-30-2548 8354 

Bedta Philharmor»c Orchestra: 

conducted by Ciaudro Abbado in 

Mahler’s Symphony No. 3; Mar 
5.6.7 

BOLOGNA 

OPERA 

Teatro Comunale 
Tek 39-51-529 999 
www.nefftino.fMbo/ 
teatrocomunale 

H CampieHo: by Wotf-Ferrari. New 
production conducted by Bruno 
BartoJetb in a staging by Nanni 
GareSa. with designs by Antonio 
fiorentino; Mar 3 

CHICAGO 

CONCERTS 

Orchestra Hah 

Tek 1-312-294-3000 

vnwr.ehicagosytWhony.org 

Chicago Symphony Orchestra: 
conducted by Zubin Mehta in 
works by Crumb and Bruckner. 
With soprano Barbara Ann 
Martin; Mar 3 

exhibitions 

Art Institute Of Chicago 

Tek 1-312-443 3600 

vntw.artic.edu 

KaSan Baroque Terracotta from 
the Hermitage Collection: 35 


works never before seen in the 
US, including pieces by Bernini 
and AlgardL Collected in the 
1 74Ds by the Abbot Pars etti 
before they were acquired by the 
Tsar, many of these sculptures 
were in storage for two centuries; 
to May 3 


LONDON 

CONCERTS 
Barbican HaD 
Tei: 44-171-638 8891 

• London Symphony Orchestra: 
Mstislav Rostropovich conducts 
a programme of works by 
Shostakovich; Mar 4 

• The Royal Opera: Oer 
Freischutz. by Weber. Concert 
performance conducted by 
Bernard Haitink. Cast includes 
Thomas Moser. Mar 3, 6 

OPERA 

English National Opera, 

London Gofisetim 
Tei: 44-171-632 8300 

• The Elixir of Love: by 
Donizetti, New production, 
directed by Jude Kelly and 
designed by Robert Jones. The 
conductor is Michael Uoyd: 

Mar 7 

m The Tates of Hoffman: by 
Offenbach. New production by 
Graham Vtck. designed by 
Tobias HoheiseJ and conducted 
by Paul Daniel/William Lacey; 

Mar 5 

• Xerxes: by Handel. 

Conducted by Noel Davies in a 
production by Nicholas Hytner. 
revived by Emms Jenkins; 

Mar 4. 6 

Shaftesbury Theatre 
Tei: 44-171-379 5399 


• Welsh National Opera: 
L’incoronazione di Poppea, by 
Monteverdi. New production, 
with the Bavarian State Opera. 
Conducted by Ftinaklo 
Alessandnnf in a staging by 
David Aldan; Mar 3, 6 

• Welsh National Opera: La 
cfemenza di Tito, by Mozart. New 
production, conducted by 
Charles Mackerras in a staging 
try Yannis KoWcos: Mar 5, 7 


MILAN 

OPERA 

Teatro alia Scala 

Tek 39-2-88791 
www.lascala. milano.it 
Kovancina: by Mussorgsky 
Production from the Mariinsky 
Theatre of St. Petersburg 
conducted by Valery Gergiev in a 
staging by Fedor Lopukhov, with 
designs by Fedor Fedorovski; 

Mar 3. 5, 6, 8 


MUNICH 

OPERA 

Bayeriscfte Staatsoper 
Tel: 49-89-2185 1920 
The Midsummer Marriage: by 
Michael Tippett. Munich 
premiere. Mark Oder conducts a 
production staged by Richard 
Jones, with a cast including 
Alison Hagley and Philip 
Langridge; Mar 3, 6 


NEW YORK 

CONCERTS 
Carnegie HaD 

Tel: 1-212-247 
www. c amegiehail. org 
Houston Symphony, conducted 


by Christoph Eschenbach in 
works by Dvor&k, Tchaikovsky 
and Stravinsky. With piano 
soloist Tzimon Barto; 

Mar 5 

EXHIBITIONS 
Guggenheim Museum 

Tei: 1-212-4233500 
wvfw.guggenheim.org 

Visions of Paris: Robert 
Delaunay’s Series. Previously 
seen in Berlin, this exhibition 
focuses on the series paintings 
made by the artist in Paris, of 
subjects inchjcffng Saint-Severin 
and the Eiffel Tower to 
May 24 

Metropolitan Museum of Art 

Tek 1-212-879 5500 
www.metmuseum.org 

• Augustin Pajou, Royal 
Sculptor retrospective devoted 
to works by the French sculptor 
(1730-1809), successful In the 
French Royal Academy of 
Painting and Sculpture and a 
favourite of Louis XV and Louis 
XVI. Includes marble statues, 
portrait busts, terracotta 
sketch-models, and drawings 
Including designs lor the opera at 
Versailles; to May 24 

• When Silk Was Gold: Central 
Asian and Chinese Textiles. 
Featuring 64 precious textiles 
from the 8th to 15th centuries, 
when they were of immense 
economic and cultural 
significance. Includes the most 
important known “cloth of gold". 
The exhibition has been seen in 
Cleveland; from tomorrow until 
May 17 

OPERA 

Metropolitan Opera, Lincoln 


Center 

Tel: 1-212-362 6000 
vrww.metopara.org 
Samson et Datila: by 
Sajnt-Saftns. New production by 
Elijah Moshinsky, with designs by 
Richard Hudson; Mar 4, 7 


PARIS 

OPERA 

Op6ra National da Paris, Op6ra 
Bastffle 

Tat 33-1-4473 1300 
Tristan und Isolde: by Wagner. 
New production conducted by 
James Cordon in a staging by 
Stein Wlnge, with designs by 
Lennart M5rk. Cast includes 
Wolfgang Schmidt and Sabine 
Hass; Mar 3, 7 


ROME 

EXHIBITIONS 
Palazzo delta EsposUoni 

Tek 39-6-474 5903 
MlnJmaJia: display of works by 
contemporary Italian artists, 
selected by critic Achilla Bonito 
Oliva. An Italian response to 
North American Minimalism, foe 
show ranges from works by the 
Futurist Giacomo Balia to recent 
Installations by Jannis Kounellls; 
to Apr 6 

vma MecHci 

Francesco Salviati: 1510-1583. 
First major retrospective devoted 
to Salviati, one of the lesser 
known Florentine Mannerists, 
rnefudes around 135 works. For 
foe duration of the exhibition, 
there win be guided visits to see 
his frescoes, foe most 
spectacular of which is In the 


French Ambassador's study; to 
Mar 29 


TOKYO 

OPERA 
Bunk a m ur a 
Tab 81-3-3477 9999 
Shinano-no-Kuni Zenkojl Story: 
by Isao Matsushita. Conducted 
by Kotaro Sato In a staging by 
Hideo Kanze. With the Tokyo 
Philharmonic Orchestra; Orchard 
Half; Mar 7. 8 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (483m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0650: Moneyline with Lou Dobbs 
13-30: Business Asia 
19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 0820: 09:20; 
1020; 1120; 1122; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 




MARTIN WOLF 


Flows and blows 

After the Asian crisis, the question is not whether capital flows 
should be regulated but how 


LETTERS TO THE EDITOR 
Land and peace: it takes two to tango 


Can one still justify freedom 
of capital flows? How, in 
particular, can one persuade 
leaders of emerging 
economies that the “reward” 
for liberalising capital will 
not be as ghastly as. say, 
Indonesia's? These questions 
must be addressed while 
memories of east Asia's 
crisis are fresh. 

The International 
Monetary Fund and the US 
Treasury have thrown 
themselves into the breach 
opened up by the markets' 
loss of confidence in Asia 
with vigour and, it appears, 
success. They bave also put 
forward a view of the crisis 
that justifies the continued 
push for liberalisation of tbe 
capita] account. 

I admire their energy and 
wish with all my heart to 
agree with their 
recommendations. A world 
in which people are able to 
put their money wherever 
they wish has great 
attractions. 

It also has big dangers. 

The nature of those dangers 
emerges from the table, 
which comes from the 
Washington-based Institute 
for International Finance.* 
The five countries that have 
been most damaged by tbe 
crisis - Indonesia. Malaysia, 
South Korea, Thailand and 
the Philippines - had net 
private inflows of $4ibn 
(£34.5bn) in 1994. By 1996, 
this bad jumped to $93bn. 
Over these years tbe inflows 
substantially exceeded tbe 
total current account deficit, 
allowing governments to 
accumulate $37bn in 
additional reserves. 

Then, in 1997, came the 
panic; the net inflow turned 
into an estimated outflow of 
$12bn. The swing in the net 
supply of private capital was 
SlOSbn in just one year, a 
staggering 10 per cent of the 
comhined pre-crisis gross 
domestic product of the five 
economies. 


It is the same story on the 
current account. 
Notwithstanding net official 
flows of $27bn in 1997 and 
£25 bn forecast for 1998, total 
current accounts are 
expected to shift from a 
deficit of $55bn in 1996 to a 
surplus of $lSbn in 1998, 

This swing is about 7 per 
cent of the combined GPP. If 
a comparably large shift 
were forced on the US, its 
current account deficit of 
$14&bn in 1996 would become 
a surplus of more than 
$400bn this year. Imagine 
the howls of pain this would 
cause. 

Let us look a little more 
closely at the flows. Direct 
equity investment has been 
chugging along in a 
pleasingly stable manner. 
Flows from non-bank private 
creditors are quite stable 
too, with a net inflow of 
$l&bn in 1996 and $i4bn in 
1997. Portfolio equity is more 
fickle, shifting from a net 
inflow of $12bn in 1996 to a 
similar outflow in 1997. Yet 
the real villains are our old 
friends, the commercial 
banks, whose net leading 
jumped from $24bn in 1994 to 
$56bn in 1996, before turning 
into net repayment of $21 bn 
last year. 

So wbat crimes did these 
countries commit deserving 

From feast to famine 


of so savage a punishment? 
In a speech delivered at tbe 
end of January. Stanley 
Fischer, deputy managing 
director of the IMF. decribed 
the problems as “mostly 
homegrown", listing, in 
particular, the following. 

• Failure to dampen 
overheating, manifested in 
laige external deficits and 
asset price bubbles. 

• Maintenance of pegged 

exchange rates for too long, 
which stimulated excessive 
external borrowing. 

• Lax financial regulation, 
which allowed a sharp 
deterioration in the quality 
of b anks ' loan portfolios. 

• Doubt about tbe 
authorities’ commitment to 
the needed adjustment when 
tbe crisis was under way. 

Such faults hardly justify 
tbe enormity of the 
punishment. After all, 
against the dollar the Thai 
baht and the Korean won 
have lost close to half their 
value since last July. The 
Indonesian rupiah has fallen 
by three-quarters. 

Dwell, for a moment, on 
Indonesia: its current 
account deficit was less than 
4 per cent of GDP 
throughout the 1990s: its 
budget was in balance; 
inflation was below 10 per 
cent; at the end of 1996 the 


real exchange rate fas 
estimated by J.P. Morgan) 
was just 4 per cent higher 
than at the end of 1994; and 
the ratio to GDP of domestic 
bank credit-to the private 
sector had risen merely from 
SO per cent hi 1990 to 55 per 
cent in 1996. True, the 
banking system had 
mountains of bad debt, but 
foreign lending to 
Indonesian companies had 
largely bypassed it 

Is anyone prepared to 
assert that this is a country 
whose exchange rate one 
might expect to depredate 
by about 75 per cent? Some 
exchange-rate adjustment 
was certainly necessary: 
what happened beggars 
belief. 

A defender of the role of 
international capital flows 
could concede that the 
punishment has far exceeded 
the policy “crime”. He could 
also point, as does Mr 
Fischer, to how the external 
environment of the 
mid-1990s fuelled the capital 
inflow and consequent 
Instability: poor investment 
opportunities in Japan and 
continental Europe; low 
interest rates in the 
industrial countries; and 
volatility of the yen/dollar 
exchange rate. Nevertheless, 
the capital flows could be 
viewed more as messengers 
than as bearers of disease. 

Alas, it is not that simple. 
Remember that the mistake 
is alleged to have been 
toleration of “excessive" 
current-account deficits, 
accompanied by 
over- valuation of the real 
exchange rate, over-lending 
by unsound banks and 
over-investment in property. 
This certainly is the story of 
Thailand, whose crisis 
marked file start of the saga. 
Thailand had current 
account deficits of some 8 
per cent of GDP, which 
financed investment at more 
than 40 per cent of GDP. 

Yet remember that the 
greatest benefit of 
large-scale international 
lending should be the 
opportunity to invest more 
than a country can Itself 
save; that this can only 
happen if there is a current 
account deficit; that a real 
appreciation is how such a 
current account deficit is 
produced; that the 
appreciation works by 
reducing the relative 
incentive to invest in 
production of exports and 


Import substitutes: and that 
under a fixed exchange rate, 
a rise in the domestic price 
of non-tradeables, including 
property, is how this change 
in incentives takes place. 

So tbe capital inflows were 
carriers of the new Asian 
flu. To appreciate this, 
contrast those countries that 
have emerged unscathed. 
They did so simply by 
inoculating themselves. 
China. Singapore and 
Taiwan ran current account 
surpluses in the 1960s. 
thereby re-exporting the uet 
inflows as reserves: last 
October mainland China's 
reserves were Sl41bn. 
Taiwan's $83bn, Hoag 
Kong’s $79bn and 
Singapore's $74bn. The UK's, 
by comparison, were $38bn. 

The view of capital flows 
taken by these successful 
governments was just like 
President Bill Clinton’s of 
marijuana: it's fine to 
smoke, so long as one does 
not Inhale. 

This seems crazy. Capital 
flows offer two big potential 
benefits to rapidly 
developing economies: 
transfer of technology and 
the chance to raise 
investment Foreign direct 
investment is the chief 
vehicle Tor transfer of 
technology. The strongest 
case for the other flows, 
particularly borrowing, is 
provision of additional 
invest! ble resources. But 
they have, once again, 
proved too unstable for that. 

It is still possible to argue 
that the afflicted economies 
will end up healthier, 
eventually. But it impossible 
to pretend that the 
traditional case for capital 
market liberalisation 
remains unscathed. Either 
far greater stability than at 
present is injected into the 
international monetary 
system as a whole or the 
unavoidably fragile 
emerging countries must 
protect themselves from the 
virus of short-term lending, 
particularly by - and to - 
banks. After the crisis, tbe 
question can no longer be 
whether these flows should 
be regulated in some way. It 
can only be how. 

* Capital Flairs to Emerging 
Market Economies 
(Washington D.O Institute 
for International Finance. 
http:llicww.iif.comi 
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From Ms Helen Daiis. 

Sir. You rightly advocate 
resisting direct linkage 
between the Arab-lsrael 
issue and other Middle East 
conflicts ("Blessed reprieve”. 
February 24); then you go 
and spoil it all by creating 
just such linkage when you 
assert that tbe US will lose 

credibility “by applying dif- 
ferent standards to different 
violators of UN resolutions". 

To suggest that Israel 
should somehow be sub- 
jected to the sort of rigour 
that is applied to Iraq indi- 
cates a flawed understand- 
ing of both the intention and 
nature of UN resolutions as 
they apply to Israel and Iraq. 

The Iraqi resolutions man- 
dated the UN to sot up an 
inspection team. Unscom, to 
monitor and enforce Iraq's 
compliance with UN 
demands that it dismantle 
its weapons of mass destruc- 
tion. Resolutions concerning 
Israel - including UN Secu- 


From Mr Brian A Jones. 

Sir. Charles Lie wellen 
Palmer (“Be proud of history 
and its heroes". Letters. Feb- 
ruary 19) is proud of 
Britain's heritage, and Step- 
hen O'Brien f Embodiment 
of ‘Little Englander'” » is 
pleased that its "racial and 
cultural diversity is now a 
significant national asset" 
(my emphasis). More power 
to each of them, but I think 
both analyses would be 
improved if they remem- 
bered what a mixed-up 
group produced that heri- 
tage. 

We British are. after all. a 
blend of blue-painted aborig- 
ines. soldiers and camp fol- 
lowers (some of them black, 
some brown) who got left 
behind when the Romans 
pulled out; bands of roving 
thugs - Vikings. Angles. 
Saxons and so on - who 
barged in and stayed: Hugue- 


rity Council Resolutions 242 
and 338. which relate to ter- 
ritorial withdrawal - con- 
tain no such provisions. 

Indeed, these resolutions 
cannot be applied unilater- 
ally. They call for “Israeli 
withdrawal from territories" 
coupled with a reciprocal 
recognition of Israel’s “right 
to live in peace within 
secure and recognised 
boundaries". These resolu- 
tions require two to tango: 
agreement between Israel 
and its negotiating partners 
on the twin Issues of land 
and peace. 

Successive Israeli govern- 
ments have endorsed these 
resolutions and. to the 
extent that it has been possi- 
ble. Implemented them, 
often with the energetic 
facilitation and mediation of 
US administrations, from 
Presidents Jimmy Carter to 
Bill Clinton. 

Tbe resolutions formed the 
basis of Israel's peace trea- 


nots tossed out of France: 
Jews tossed out of Spain; 
and miscellaneous oddballs 
and misfits who showed up 
from around the world. 

I for one am happy to be 
such a mongrel. In fact, I am 
rather miffed tbat Brazil 
Slipped past us in the diver- 
sity stakes when we weren't 
looking. 

I am sorry too that con- 
trary to our earlier sensible 
practice. Britain failed to 
grab at least its share of the 
available talent in the exo- 
dus from Europe in the 
1930s, again from Vietnam in 
the 1970s. and even from 
Hong Kong just recently. 
Maybe next time! 

Brian A. Jones, 

10 Clinton Street, 

Brooklyn, 

New York, 

NY 11201. 

US 


ties with Egypt and Jordan; 
they form the basis of tbe 
Oslo accords and the con- 
tinuing negotiations with 
the Palestinians; and they 
will forth the negotiating 
framework for a settlement 
with Syria and Lebanon. 

Treaties negotiated on the 
basis of Resolutions 242 and 
338 continue to be regarded 
as the highest national prior- 
ity by the Israeli govern- 
ment. At the same time, the 
need for security arrange- 
ments has been most vividly 
underscored once again by 
images of thousands of Pal- 
estinians - Israel's peace 
partners - beseeching Sad- 
dam Hussein to attack Tel 

Aviv with chemical and bio- 
logical weapons. 

Helen Davis, 
director, 

Britain Israel Public Affairs 
Centre, 

Drayton House, 

London WClH OAN, OK 


Family firm 

From Mr Kenneth Armiiage. 

Lucy Kellaway has lost 
none of her wit and incisive 
style (“Manage with 
mother". March 2) when 
writing about management 
theory, style and practice. 

The idea or a simple hier- 
archical management sys- 
tem with straightforward 
command and control has 
been out of favour and out of 
fashion, at least with man- 
agement gurus, for more 
than a decade. 

Nonetheless, may I sug- 
gest that, in addition to 
being “firm but also nice and 
approachable", managers, if 
they aspire to be leaders, 
need to learn how to commu- 
nicate clearly and effectively 
at every level That applies 
to Ms Kellaway. her four 
team members and the 
part-time non- 

executive director. 

Kenneth Armitage, 

6 Deben Valley Drive. 
Kesgrave, Suffolk, UK 
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Remember what a mix-up 
produced UK’s ‘heritage’ 







THE FT INTERVIEW PRINCE SAUD AL-FAISAL 

Alarm bells ring 



Saudi Arabia’s foreign minister tells Robin Allen of his fears about regional instability 


//f ri ihe greatest 
■ destabilising 
I element in the 
-®- Middle East 
and the cause of all other 
problems In the region," 
Saudi Arabia’s long-serving 
foreign minister is blunt 
about Israel’s policy towards 
the Palestinians. The subject 
of Prince Saud al -Faisal's 
remarks may not be that 
surprising. But his language 
and the concern - even 
alarm - that it reveals at the 
top of the Saudi royal house 
is far from usual 

In a rare interview, the 
softly-spoken 57-year-old 
rejected US attempts to treat 
Iraq and the Israeli- 
Palestinian peace process as 
separate issues. He also 
explained why Saudi Arabia, 
the US's most important ally 
in the : Gulf, was so con- 
cerned over any unilateral 
US action against Iraq. 

“One of the reasons we 
were so disturbed by UN res- 
olutions and the recent crisis 
with Iraq was because it 
diverted attention from the 
peace process and allowed 
regional stability to deterio- 
rate," Prince Saud says. “We 
hope that the agreement 
worked out by Kofi Annan 
(the UN secretary-general] 
and next week's UN security 
council resolution will stand 
the test.” 

But that is not enough. 
The world, he says, should 
be just as firm in insisting 
on implementing agreements 
with Israel, “in the face of 
Arab desperation, particu- 
larly over Israeli settle- 
ments. the return of Pales- 
tinians and the "final status’ 
talks over Jerusalem". 

The prince's choice of 
words may. if anything, 
understate the depth of feel- 
ing at the top of the Saudi 
government, according to 
Western diplomats in 
Riyadh. “Their fear is the 
next settlement built by 
Netanyahu could start 
another intifada, leading to 
war and massive instability 
across the whole region," 
says one. 

Critics have commented 
that the Saudi royal house 
(like other Arab leaders) has 
cried wolf before. This time, 
however, there has been 
good reason for alarm. 
Increased civil disorder In 
the region as a result either 
of the breakdown of the 
peace talks or US policy 



Prince Saud; Materal and regional issues need to be resolved 


towards Iraq could challenge 
their power. 

And there is an additional 
problem specific to tbe Sau- 
dis. The Saudi royal family 
bases its legitimacy in large 
part on its guardianship of 
the Islamic holy places of 
Mecca and Medina. Occupied 
Arab Jerusalem bouses 
Islam's third holiest shrine 
(the Dome of the Rock), so 
Israel's continued occupa- 
tion of that part of the city is 
something that touches the 
very foundation of the house 
of Saud. 

Prince Saud has steered 
Saudi foreign policy for 23 
years (a long time, though 
little more than half as long 
as his father. King Faisal, 
played the role). He is joint 
architect, along with bis 
brother King Fahd, or his 
country’s international strat- 
egy. It is a big job. 

Owner of one-quarter of 
global oil reserves. Saudi 
Arabia has been the corner- 
stone of Western strategic 
interests in the Arabian pen- 
insula since the 1979 Islamic 
revolution in Iran. 

King Fahd himself was 
behind an outline regional 
settlement which pushed the 
Palestine Liberation Organi- 
sation towards eventual rec- 
ognition of the state of 
Israel. Saudi Arabia was a 
key supporter of the UN 
coalition which liberated 
Kuwait from Iraq in the 
1990)91 Gulf war, and it bro- 
kered the 1989 Taif agree- 
ment which ended the 16- 
year civil war in Lebanon. 

Prince Saud reaffirms his 


country's faith in Madeleine 
Albright, the US secretary of 
state. But while applauding 
her "initiatives" and “seri- 
ous intent" to break the 
logjam in the peace process, 
he repeatedly emphasises 
the link between Iraq's defi- 
ance of the UN on the one 
hand, and the lack of peace 
progress and Israel's flouting 
of UN resolutions on tbe 
other. The failure to advance 
the peace process remains 
the paramount concern of 
the Saudi government 

"All sides must start," the 
prince insists, “from the 
premise that agreements 
signed must be imple- 
mented. Oslo and Washing- 
ton were to have opened the 
way to settling the status of 
Jerusalem and the return of 
Palestinians. But Israel has 
undercut the US-sponsored 
Madrid conference [which 
launched the land-for-peace 
formula] and gone back on 
the agreements it signed in 
Oslo In 1993 and Washington 
in 1994. os well as the agree- 
ments which Benjamin 
Netanyahu himself signed 
with Yasser Arafat." 

“No one.” says Prince 
Saud, "is seeking a solution 
that would be contrary to US 
interests. But even Jewish 
public opinion in the US is 
turning against Netanyahu 
and his policies which are 
seen to be dangerous and 
irresponsible." 

Western diplomats, 
though, have called it naive 
to think that a significant 
part of US Jewish opinion 
will turn gainst the Israeli 


prime minister. 

As with Israel, so with 
Iraq. “The track record of 
Saddam Hussein has been to 
not implement UN resolu- 
tions. We hope this tune Iraq 
will not repeat its defiance of 
the UN.” But even if it does, 
the Saudis still insist that 
any US response must have 
UN backing. Any use of 
Saudi air bases “has to be a 
UN, and not a US, issue, and 
we are waiting to see what 
the UN decision will be”. 

In general, the Saudis may 
defer to the US as tbe only 
superpower. But that does 
not imply approval of the US 
policy of “dual containment" 
of Iran and Iraq, nor of US 
efforts to isolate Iran 
through unilateral sanctions. 

Prince Saud calls the 10- 
day visit to Saudi Arabia of 
Iran's former president 
Hashemi Raffeanjani (which 
ends today) “one more step 
in the right direction 
towards improving rela- 
tions'. The warmth of the 
welcome and of bis own 
remarks towards Iran under 
its new president. 
Mohammed Khatami, cut 
across US attempts to 
enforce unilateral sanctions 
on Iran. 

“The Iranians used last 
December’s Islamic summit 
in Tehran to give the world 
a message, not one of shad- 
ows but one of substance: 
that they want to improve 
relations," he says. 

These are among the 
warmest words towards Iran 
of any Gulf state, and sug- 
gest Saudi Arabia is chang- 
ing its policy towards Iran, 
not merely its diplomatic 
language and protocol. 

Bilateral issues, as well as 
regional Gulf issues, remain 
to be resolved, says Prince 
Saud. "But we believe the 
only way to do that is to talk 
about them, and show the 
necessary political will". 

“Where Iran is concerned," 
says one Western diplomat, 
“Saudi Arabia sleeps with 
one eye open. The govern- 
ment wants to work with 
Iran, but there is deep his- 
l ° ric mistrust on both 
sides." Ail the same, that is 
a far cry. he acknowledged, 
from the US sanctions pol- 
icy. As for Iran, so for the 
region as a whole; there is 
cold comfort to be had from 
top alarm and concern 
of America's chief 
ally. 


Gulf 
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‘The Kohl era ended’ 


A challenger 
for Mr Kohl 


A s the scale of Ger- 
hard Schroder's vic- 
tory In Sunday's 
Lower Saxony state 
election became 
dear, a film crew happened upon 
Doris KOpf, his wife, in the com-' 
dors of the state parliament 
building. Where, they asked, was 
the state premier? Taking a Test 
came the answer, and “smoking; a 
good cigar' 7 . 

Welcome to Germany's new 
laid-back, cigar -chomping Social 
Democratic party. Putting ideol- 
ogy to one side, the nation’s old- 
est and mast hide-bound political 
party has chosen a chancellor 
candidate who has no truck with 
the dogmas and doggerel of cloth- 
cap socialism. 

Mr SchrOder is a self-pro- 
claimed political pragmatist who 
has often been in dispute with 
his own party. But so great is the 
SPD’s hunger for power after 
nearly 16 years in opposition to 
Helmut Kohl that, in a secret bal- 
lot, the party’s 45-strong execu- 
tive yesterday chose Mr SchrOder 
to be the challenger to Mr Kohl 
in Germany’s September 27 gen- 
eral election. 

If Mr SchrOder can win power 
for his party, he would round off 
a remarkable shift in the politics 
of the European Union's main 
member states over the past cou- 
ple of years. In 1996, Germany, 
France, Britain and Italy were all 
ruled by centre-right or right- 
wing governments. Were Mr 
SchrOder to become Germany's 
chancellor, perhaps forming a 
coalition government with the 

pnvfr mnmpntal Greens, then all of 

the four large European econo- 
mies would be ruled by govern- 
ments to the left of centre. 

Mr SchrOder. with the SPD's 
best result in Lower Saxony 
under his belt, has shown he can 
win elections. But the impressive 
47.9 per cent s u ppo rt be garnered 
in h is sprawling home state - the 
SPD’s largest-ever share - is no 
guarantee he will topple Mr Kohl. 
To bring the Kohl era to a close, 
he will have to maintain disci- 
pline in his famously fractious 
party and devise policies that can 
capture the centre ground of Ger- 
man politics so long occupied by 
Mr KohL 

The task will be difficult but 
not impossible. Although an 
apparently immutable figure on 
the European political stage, Mr 
Kohl's support has dwindled in 
each of the elections be has won 
since 1933. In 1994, the CDU and 
its Bavarian sister, the Christian 
Social party, gained just 41.4 per 
cenz of the vote, down from 43.8 
per cent in 1990, 44J3 per cent in 
1986 and 4&S per cent in 1983. 

Mr Kohl’s performance in 1976, 
when the CDC. CSU won 4&6 per 
cent of the vote but stayed in 
opposition even though it was 
the largest single group, shows 
how Germany’s system of propor- 
tional representation and coali- 
tion politics can frustrate the 
ambitions of even the most prom- 
ising candidate. 

Mr SchrSder acknowledged yes- 
terday that the Lower Saxony 
result was inflated by one-off fac- 
tors. He was able, for example, to 
turn the poll into a kind of "pri- 
mary” to determine who should 
be the party’s candidate in Sep- 
tember, himself or Oskar Lafon- 
taine. the SPD leader. 

There were other tactical fac- 
tors which are not transferable to 
the national stage. A political 
research company called “Infra- 
test dimap" estimated that Mr 
SchrOder gathered about 26,000 
CDU votes from people who pre- 
ferred the continuation of an SPD 
state government to a possible 
local coalition with the Greens. 
The same company said 54,000 


At last the contest for Germany's 
Senegal election in September is 
cle an H ehnut Kohl, the country’s 
longest-serving post-war chancel- 
lor, faces a formidable challenge 
from Gerhard Schroder, the 
Social Democrat prime minister 
of the state of Lower Saxony. It 
will certainly be a battle worth 
waiting for. 

Mr Kohl has dominated his 
country’s political scene for a 
decade and a half, and is 
an unprecedented fifth term in 
office. He is familiar, but possibly 
over-fa miliar, the signs are that 
he is tired, and his coalition of 
Christian Democrats and liberals 
is running out of new ideas. But 
he is a consummate politician 
whose greatest strength is that 
he is continually underestimated 
by his opponents. 

Mr SchrOder is the new kid on 
the federal block, although he 
has long been around in state 
politics. He is dashing and telege- 
nic. popular in the opinion polls, 
but hitherto unpopular in his 
own party. He has long made no 
secret of his desire to be chancel- 
lor. He wants to win. That alone 
makes him a different an>a? to 
the Social Democrat challengers 
Mr Kohl has faced before. 

Bight now, Mr Schroder is rid- 
ing high. He risked everything in 
his local elections in Lower Sax- 
ony. promising to pull out of the 
race to be chancellor if his vote 
slumped in his home state. On 
Sunday night, he achieved the 
best-ever result for his party in 
the state. So yesterday he was 
overwhelmingly adopted as the 


SFD challenger to Mr Kohl- 

In opting for Mr Schroder, the 
Social Democrats have chosen 
head over heart: most would 
have preferred Oskar Lafcutaine, 
the party chairman. But he was 
soundly defeated by Mr Kohl in 
1990, and is tarnished with the 
look of the loser. So the party 
faithful have opted for the man 
they do not entirely trust, but 
cannot ignore. 

Mr Schroder is the ultimate 
pragmatist, without an obvious 
political creed. He wants to put 
his party in the political centre 
ground, where Tony Blair has 
positioned the British Labour 
party. He is said, to be well-dis- 
posed towards business, but 
equally sympathetic to organised 
labour. He sits on the board of 
Volkswagen, where he has 
learned about competition in a 
global market But he astonished 
his business admirers when he 
used state cash last month to buy 
Preussag Stahl, the local steelma- 
ker, ostensibly to save 
jobs. 

In short, he remains an 
enigma. He pays lip service to the 
need for re f orm of the cumber- 
some German tax system, and its 
over-regulated labour market- He 
talks of forging an alliance 
between business, labour and 
government So does Chancellor 
Kohl. The SPD challenger has yet 
to prove that he can combine 
dear leadership with the negotia- 
ting skills needed to forge a con- 
sensus in Germany's coalition- 
based politics. Will the real Mr 
SchrOder please stand qp? 


Kosovo crisis 


Long identified as the most 
dangerous flashpoint in the Bal- 
kans, Kosovo stayed, against the 
odds, relatively quiescent while 
Bosnia exploded- But the gradual 
escalation of violence over the 
past two years erupted this week- 
end in the killing of four Serbian 
police by the Kosovo Liberation 
Army and in the deaths of 16, 
and according to some accounts 
as many as. 30, ethnic Albanians 
in the subsequent repression by 
President Slobodan Milosevic’s 
security forces. And the rioting 
and repression moved into the 
province’s capital yesterday; 

Whatever Mr Milosevic says to 
the contrary. Kosovo is now an 
international crisis-: In Albania 
itself, the government is “ calling 
on the international community 
to intervene ’to' .halt Serb repres- 
sion, while others there are 
urging support for their 
-brothers” hi Kosovo. Macedonia 
with its large ethnic Albanian 
minority could also be sucked 
into any Kosovo explosion.' 

With a higher birth rate among 
ethnic Albanians, and the steady 
exodus of Serb civilians, the 
province’s ethnic mix is now 90 
per cent Albanian. Far from rec- 
ognising this by giving the prov- 
ince greater self-rule, Mr Milos- 
evic did precisely the opposite in 
1989- Whipping up the Serb 
. rationalism that carried him into 
power in Belgrade, Mr Milosevic 
scrapped political autonomy for 
Kosovo (and for Serbia’s north- 


ern province of Voivodina, where 
ethnic Hungarians could be the 
next to stir}. 

Mr Milosevic has only himself 
to blame therefore for the fact 
almost all Albanian Kosovars 
now want independence from 
Serbia, and that their moderate 
political leader - Ibrahim 
Bugova, who wants to achieve by 
peaceful means, is now in real 
danger of being outflanked by the 
Liberation Army gunmen. With 
45,000 police and army in the 
province, he can probably hold 
Kosovo in the short term. But at 
this rate, be could even tu ally lose 
the region that in Serbs’ mythol- 
ogy is the birthplace of their 
nation. 

The international community 
cannot now let its gratitude to 
Mr Milosevic for his recent con- 
version to supporting peace in 
Bosnia blind it to his repression 
in Kosovo. It must keep Interna- 
tional financial sanctions on the 
rump Yugoslavia, of which 
Serbia is the major part It is 
right not to condone indepen- 
dence for Kosovo, because that 
would set the precedent for far- 
ther balkanisation in the region, 
but it is equally right to 
denounce the status quo. Serbia 
should at once grant the Alba- 
nian language education facilities 
the Kosovars have long been 
demanding. But this is now not 
enough- Kosovars will now not 
he happy until they at least 
regained what they lost in 1989. 


Peter Norman looks at the implications of Gerhard 
Schroder’s victory in Lower Saxony 








ua 


Green voters chose Mr Schroder 
to ensure the SPD would field its 
most effective candidate against 
Mr Kohl on September 27. 

Mr SchrOder was also able to 
mobilise traditional SPD voters 
more effectively than he had 
done in 1994. His warning that he 
would not be a candidate for 
national office if his share of the 
vote fell two percentage points 
below the 4-L3 per cent polled in 
1994 seems to have played a key 
role in his victory. 

But voters also gave him high 
marks for his work as state prime 
minister. In particular, his con- 
troversial decision to take the 
steel company Preussag Stahl 
into state ownership rather than 
let it be taken over by Voest 
Alpine of Austria was seen as an 
example of decisive action to pre- 
serve jobs in a nation where reg- 
istered unemployment has risen 
to nearly 5m. 

His action over Preussag Stahl 
to prevent, as he put it. “the com- 
pany’s centres or derision mak- 
ing" leaving the state, won praise 
for swift, undogmatic action. 
True, the quasi-nationalisation of 
the steel company earned him no 
brownie points with Hanover's 
business elite. But that never 
troubled him. He has since set 
about trying to make a virtue out 
of necessity by ordering plans to 
allow the workforce to take a 
minority stake in the company. 

A similar pragmatism sur- 


rounds his approach to the euro. 
A year ago, Mr SchrBder was 
dearly Eurosceptic and indicated 
that he would favour delaying 
the introduction of the single cur- 
rency. The underlying scepticism 
is still apparent But he is con- 
tent to stress the importance of 
ensuring that the euro Is as 
strong as the D-Mark and that 
plans for Emu are flanked by a 
European initiative to improve 
jobs. The single currency, he 
says, is still a risk but one that 
Germany may eventually profit 
from. 

He has a fundamentally opti- 
mistic view of Germany’s eco- 
nomic prospects. His election 
campaign rallies showed he could 
instil faith in the future among 
his listeners, while the “hair 
shirt” message of his young CDU 
challenger, Christian Wulff. who 
stressed the need for Germany's 
painful adaptation to world mar- 
kets, found little resonance 
among voters. All the same, Mr 
Wulff remains a rising star in Mr 


Lower Saxony election resets 
Seals and percentage at votes 
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Kohl's party, despite the worst 
result for the CDU in 40 years. 

Mr SchrOder is a polished polit- 
ical performer. Unlike most Ger- 
man politicians, he has a self 
deprecating sense of humour. He 
comes across well on television: 
in a televised debate with Mr 
Wulff he would look confidently 
into the camera to share his 
ideas with the viewer while Mr 
Wulff chose to gaze into the mid- 
dle distance. 

His eventful private life, which 
includes a messy divorce and 
fourth marriage last year, has 
had no impact on his political 
standing. Instead, Dieter Roth a 
senior researcher with For- 
schungs Gruppe Wahlen, a 
Mannheim-based political 
research company, reported yes- 
terday that Mr Schroder's sup- 
port among female voters over GO 
had increased sharply. 

That success could partly 
reflect his policies, however. Mr 
SchrOder is often accused of leav- 
ing details of policy unclear. But 
he started fleshing out his ideas 
during the election campaign, 
and more particularly yesterday 
having been confirmed as candi- 
date for the September election. 

He is setting out to reach a 
“new middle" in German society 
that transce nd s the boundaries of 
traditional SFD support. The vot- 
ers he is looking for include inde- 
pendent craftsmen, owners of 
small businesses, the “scientific 
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Korean famine 


South Koreans may be dismayed 
hy-the sudden downturn of their 
economy, bat their missy is as 

nothing compared to that of then- 
northern compatriots. 

Yesterday North Korea’s offi- 
cial news agency , said daily 
rations of grain had fallOT to 
lno* and even at that rate stocks 
would be exhausted within two 
weeks. South Korean officials 
believe this is an exaggeration- 
But the Worid Food Programme 
had already warned that stocks 
-would run-out hy April or May- 
Other international agencies 
have described a situation that 
hardly needs exaggerating. 

John Yale of World Vision, for 
instance, who was part of 1 a® 
international team distributing 
UStoodaidtalOwton^oj 

Inces last autumn, has written ® 
people “foraging for food in 
fields, seeking rooto. grasses, 
anything they could find to stave 

the situation is 
clearly even worse, since fast 

jbrit stocks were depfated-ttre 
current WFP appeal f««7Wn 
{£ 226J30B) covers 7.5m people - 
ro^Wyone^thlrd of the conn- 

intenMtional 
pffort recalls that undertaken for 

^STthemd-iSBOs.1^ 

pSSto the -rtBrioJ M* 

with morel dflem- 

■Efta WbS tbe fimtae 


was ostensibly caused by natural 
disasters buz was in fact largely 
man-made. Floods cannot explain 
the hospitals with little or no 
medicines and “world war two 
vintage” sterilising machines 
which Mr Yale visited. These are 
classic symptoms of economic 
naism&nagesnent 
As in Ethiopia, a totalitarian 
regime is using its people’s suf- 
fering to blackmail the interna- 
tional community into giving 
support. But at least the Ethio- 
pians welcomed television cam- 
eras; North Korea, while c au- 
tiously opening up to foreign aid 
workers, remains the world’s 
most opaque regime, maintaining 
a thick screen of propaganda and 
censorship between its people 
and the outside world 
However pure the motives, 
humanitarian aid is seldom polit- 
ically neutral in its effect But m 
Korea the donors actually want 
to prop up tottering commu- 
nist regime. Its collapse, or even 
liberalisation, might ea sily lead 
to a southward flood of refugees 
similar to the westward flow 
wfcS triggered German reumfi- 
eatian. That almost bankrupted 
wStero Germany- South Korea is 
far less well placed tocope. 

So humanitarian instinct and 
RMipoUtik for once point m toe 
^d5«tion. But it is hardly 
Se about which either fanmani- 
SLSTm- political reatsts can 
feel comfortable- 


Maystadt nobbled 
in horse-trading 


More smoke signals suggesting 
that France and Germany are 
cooking a deal on who should 
become the first president of the 
European Central Bank. Belgian 
finance minister Philippa 
Maystadt, a contender to run the 
London-based European Bank 
far Reconstruction and 
Development, yesterday blamed 
Paris for blocking his candidacy 
as part of diplomatic 
horse-trading over who should 
take foe bigger ECB job. 

tf Maystadt is out of toe race, 
the way is open for Philippe 
Lagayette, director general of the 
Caisse dee Ddp&ts, to succeed 
Jacques de Larosi&re as EBRD 
chief. The question is whether 
keeping the EBRD as a French 
fiefdom would be enough to buy 
off President Jacques Chirac; 
he’s still pushing Bank of France 
governor Jean-Claude Trichet to 
run the ECB. ahead of a rival 
claim from Dutchman Wim 
Dutsenberg. 

It's no secret that Bonn ts cool 
about a compromise whereby 
Duisenberg would hand over the 
reins to Trichet haff-way through 
his eight-year term. So will 
Chirac settle for a general 
commitment from Chancellor 
Helmut Kohl that Germany would 
look favourably on a French 
candidate to succeed 
Dutsenberg? 

The rub is that Kohl, after his 


party's defeat in Lower Saxony 
and with a general election 
looming, may not be around to 
keep his side of any bargain. 


says that he plans to sell any 
day. That really will be the end of 
an Olivetti era. 


Wang and a prayer 


What’s cooking? 


Typical of his taciturn manner, 
Roberto Colanlnno looked 
relieved rather than triumphant 
yesterday. But Olivetti's chief 
executive has pulled off a 
remarkable coup following his 
deal with Wang. Barely a year 
into toe job he has achieved 
what many thought impossible; 
the salvage of Olivetti. 

But while Colaninno, 54, 
should take the credit for 
delivering Olivetti's turnaround, 
the seeds of recovery were sown 
by none other than Carlo De 
Benedett! - toe company's 
flamboyant face for 20 years until 
forced to step down two years 
ago. The Irrgenlere, as he is 
known In Italy, lets no one forget 
it was he who pushed the old 
typewriter company into 
telecommunications, thus 
enabling Colaninno to negotiate a 
strategic partnership with 
Mannesmann which injected 
considerable funds. It was De 
Benedetti who picked Colaninno 
to replace him and who sniffed 
the chance of a deal with Wang, 
after an introduction by former 
Morgan Stanley president Bob 
Greenhill. 

De Benedetti is still Olivetti's 
biggest shareholder, with a 4.3 
per cent stake. Now the 
company's back on its feet he 


The approach of the new 
Michelin guide is always a 
, nerve-shredding time for 
France's culinary elite. This year 
the wait was made easier by any 
number of leeks - sorry, leaks - 
concerning the meat of the little 
red book. So raise a 
ready-chilled glass to superstar 
chef Alain Ducasse; as expected 
he gets the top three-star 
recommendation twice over for 
his restaurants In Paris and 
Monaco. Meanwhile toe Pourcol 
brothers, Jacques and Laurent 
become the first siblings to win 
the top ranking for their eatery In 
Montpellier. 

But for sheer sauce, pride of 
place must go to Pierre 
Gag naira. In 1996, the 
super-creative Gagnaire became 
the first Michelin three-starred 
chef to go bust when hie 
St- Etienne restaurant collapsed 
like a punctured souffle. Now 
he’s been awarded the highest 
ranking for his new place in 
Paris. And the new joint seems 
to be doing very nicely - so 
there shouldn't be a sour 
aftertaste- 


green In smart Parisian salons. 
The word from Hanoi fcs that the 
country’s cat-meat restaurants 
will have to close - because of a 
growing problem with rats. 

Bumper harvests are to blame 
for a rodent explosion which is 
causing havoc as farmers try to 
protect their crops. Saving Kitty 
from the kitchen could be the 
solution; maintaining the 
Vietnamese cat population by 
banning feline exports to 
southern China fa another option. 

If that doesn’t work the 
authorities may have to go toe 
whole hog and ask Vietnam's 
restaurateurs to replace cat-meat 
with a selection of ratty snacks. 
What would the Michelin men 
make of that? 


Just desserts 


Paws for thought 


Vietnam is on the threshold of 
culinary revolution but it's 
enough to turn gastronomes 


Jacques Banter's diplomatic 
skills could be put to the test 
today when he brings a message 
of European good tidings to the 
Northern Ireland peace talks. The 
European Commission president 
had considered addressing the 
assembled parties at the 
troublesome talks but, Instead, 
will meet toe participants more 
informally over breakfast In toe 
canteen. The snag is that the 
j rival politicians dearly find the 
Idea of sitting down to break 
bread together enough to make 
them choke, so Santer Is 
expected to have to circulate 
between the separate tables. Not 
so much a peace train as a 
peace tray. 


intelligentsia”, young profession- 
als and managers of big compa- 
nies. 

He of the need to modern- 
ise Germany’s economy, society 
and state while keeping its cul- 
ture of social reeptKfafoilHy. He 
supports more flexibility In toe 
workplace, which, he says is 
already well advanced at com- 
pany level He wants a society 
which is quicker to introduce 
more innovative products. He 
believes that the Asian crisis has 
highlighted some of the virtues 
in Germany’s economic and 
social system. 

These virtues, for example, 
enabled Mr SchTOer, now 53, to 
escape an impoverished back- 
ground. He was bora in 1944 
shortly after his father was killed 
In world war two and left school 
without qualifications at the age 
of 14. After some delay, he 
started to study law at night 
school, became politically active 
and eventually, in the fate 1970s. 
led the Young Socialists, the 
SPD’s youth wing. 

His subsequent political career 
has shown him to be a loner 
rather t han a joiner, rather like 
the last SPD Chancellor, Helmut 
Schmidt, who lost power in 1982 
after fafflng to keep toe support 
of his party. Unlike Mr Schmidt. 
Mr Schroder hag reinvented him- 
self several times as he has 
moved from the left to the right 
of his party. 

But although outside toe SPD 
mainstream, Mr SchrOder will 
not necessarily fall prey to the 
destructive streak in the SPD 
that undermined the prospects of 
Rudolf Scharptog. chancellor can- 
didate in 1994 and party leader 
until November 1995 when he 
was voted out of office by the 
party congress in favour of Mr 

1 Jrfnrrtnlnc* 

Mr Lafontaine's behaviour and 
self discipline over the next 
seven months could well be the 
crucial factor in determining 
whether the SPD can oust Mr 
KohL 

Mr SchrOder hesitates to 
describe their relationship as a 
friendship, although they have a 
shared experience as the children 
of war widows. Although Mr 
Lafontame would probably have 
liked to be the *nan to topple Mr 
Kohl, the speed with which he 
nominated Mr SchrOder on Sun- 
day night augures well for their 
future co-operation. 

In ou tlining his p olic ies yester- 
day, Mr SchrOder was at pains to 
emphasise the harmony between 
his views and those of his party 
leader. He glided over areas of 
disagreement, such as “ecological 
tax reform”, where Mr Lafon- 
taine is a keen supporter of 
higher taxes on energy products 
to finance a reduction in Ger- 
many's high non-wage labour 
costs. Mr SchrOder, mindful of 
the impact of more expensive 
gasoline on the partly state 
owned Volkswagen. Lower Saxo- 
ny’s biggest company, is more 
cautious. 

All this is b ad news for Mr 
Kohl The SPD has managed to 
come up with a proven vote win- 
ner as a challenger while promis- 
ing to be a disciplined electoral 
force. 

Yesterday, commentators on 
both sides of the German politi- 
cal divide were wanting that toe 
Lower Saxony result cannot 
serve as a guide to the national 
election and that it is always 
foolish to write off Mr Kohl But 
it will be much more difficult for 
the chancellor to repeat earlier 
electoral successes in September. 
In later years we may come to 
share Mr Schroder’s view that on 
March 1 1998, “the Kohl era 
ended". 


100 years ago 


New German Bicycle 
If all that is claimed for the 
new German bicycle be 
verified, it would seem that a 
formidable competitor has 
arisen to the conventional 
form of machine. The 
inventor of this new 
departure in the art of cycling 
is Herr Harman Ganswindt of 
Berlin. There is no seat to the 
Ganswindt bicycle, the rider 
simply standing on the 
treadles, which are worked 
very near the ground. We 
shall be glad to leant more 
about Herr Ganswtndfs 
invention than nan be 
gathered from the 
illustrations supplied 
tons. 


50 years ago 

One-Woman Company 
Mrs Agnes Wade, widow of 
Alfred Wade, a shipowner, 
was granted permission by 
the County Court in Cardiff to 
hold a company meeting by 
herself. Counsel said Mrs 
Wade and her husband bad 
solely owned Steam Coasters 
Ltd. 'fixe company’s articles 
decreed that meetings should 
have a quorum of two. Mrs 
Wade is the only surviving 
shareholder. “It is rather 
Gilbertfan," said Judge C. 
Thomas, granting the 
application. Mrs Wade held 
her own meeting and in tarns 
of the Court Ordo" appointed 
herself and her daughter as 
directors. 
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Lost in the Bretton Woods 


EU criticises Russia over 
‘unjustifiable’ import plans 


Gyrating currencies have bees the mala 
symptom of the Asian crisis. Have they 
also been a cause? Asia's political leaders 
certainly think so. Ever since the crisis 
began they have reiterated various ver- 
sions of this theme. If only we could con- 
trol the currency markets, they lament, 
all would be well. Yesterday's suggestion 
from Japan of some sort of return to a 
Bretton Woods-style fixed exchange rate 
system was simply the latest 

These diagnoses are all classic versions 
of -shoot the messenger”. Typically, they 
are allied to another argument, advanced 
yesterday by Eisuke SakaUbara. Japan's 
senior financial diplomat: that what is 
happening in Asia is not so much the 
death throes of Asian state capitalism as a 
crisis for global capitalism itself. 

Both arguments share a common flaw. 
They seek to deny the dramatic structural 
problems in many Asian economies. But 
the west cannot escape blame entirely. 
After ah, it is true that in the three years 
preceding last summer, the G-3 currencies 
- dollar, yen and D-Mark - were more 
volatile than the remaining Asian curren- 
cies. Nor is there much dispute that this 
volatility was one catalyst For the crisis 
which followed. 

Clearly everyone, save for a few foreign 
exchange traders, would prefer calm 
markets. But it is doubtful whether a 
Bretton Woods-style arrangement is feasi- 
ble, especially in the modern era of huge 
cross-border capital flows that dwarf the 
world's foreign exchange reserves. It may 
be that convergence of economic policy 
among leading nations will anyway calm 
the markets. Either way, if Asia's leaders 
want a quiet life, there Is no alternative to 
cleaning up their own back yards. 

German elections 

For all his faults, Gerhard Schfoder's 
nomination as SPD candidate for the Sep- 
tember elections should be welcomed by 
investors. Certainly, he is preferable to 
Oskar Lafontaine, his unre constructed 
socialist rival. Given the SPD lead in the 
polls, a chang e of government in Septem- 
ber - most probably to a red-green coali- 
tion - is now more likely than ever with 
Mr Lafontaine out of the race. Tradition- 
ally, business would have plumped for 
Chancellor Helmut Kohl's CDU. But his 
record of delivering structural change has 
been less than compelling. Mr Schrdder 
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may be the breath of fresh air needed to 
push through vital tax and pension 
reforms. 

True, he is given to populist gestures - 
such as the recent nationalisation of 
Preussag Stahl - and will have his work 
cut out to modernise bis party's policies. 
But equity markets should take comfort 
from his apparent recognition that unem- 
ployment is best tackled through reform- 
ing the tax system rather than by stimu- 
lating domestic demand. Furthermore, the 
Green party will be unlikely to hold eco- 
nomic portfolios and is anyway not the 
radical force it once was. 

Bond investors worried about looser fis- 
cal policies need not worry too much. The 
stability pact should curb extravagant 
government spending. Monetary policy, 
meanwhile, will be firmly in the bands of 
an independent European Central Bank. 
And the economic and monetary union 
bandwagon will have an unstoppable 
momentum that moderate scepticism win 
not derail 

Takeover bids 

Hostile bidders are one thing, hostile 
shareholders another. Under fire from the 
latter, the management of American 
Bankers Insurance has belatedly discov- 
ered some backbone. This, after ail. was 
the company that had agreed to sell itself 
to larger rival American Insurance Group 
for £L2bn or $47 per share, and signed 
such a poor contract that it was prevented 
from even discussing a rival $2.7bn ($58 a 
share) bid from Cendant, a direct market- 
ing company. 


But American Bankers misjudged its 
own investors. By the end of last week 
they had filed half a dozen lawsuits 
against the company and tendered nearly 
50 per cent of their shares to Cendant. 
That forced American Bankers' executives 
back to tbe negotiating table with AIG. 
where they have now secured a much 
better deal. Not only has AIG matched 
Cendant by raising Its bid to $58 a share, 
it has also dropped the original lock-out 
clause. Meanwhile. American Bankers has 
agreed to drop its remaining takeover 
defences. 

The way is now clear for an open auc- 
tion. with AIG and Cendant both expected 
to raise their bids, and third party inter- 
vention still possible. It might be tempt- 
ing to conclude, therefore, that the US 
takeover system, while messy and liti- 
gious. ultimately works in investors' best 
interests. That is too sanguine. Without 
Cendant's aggressive intervention. ABI 
would have tied up a cosy deal with AIG 
and robbed its shareholders of substantial 
value. 


A BTR announcement that does not 
send its shareholders r unning for cover is 
to be savoured. Hence the market's 
delight yesterday as BTR unveiled new- 
found deal-making skills in achieving 
£2J2bn for its packaging business, a multi- 
ple of over two times sales. Shareholders 
can now look forward to £2bn of cash 
coming their way. Taken in the round, 
with just over £lbn of disposals still to 
come and assuming no extra return of 
cash to shareholders, the impact an earn- 
ings should be mildly dilutive in 1998. 

So far. so good. Yesterday's sale shows 
investors were right not to kick lan Stra- 
chan. chief executive, out after the last 
profit warning. But the real test comes on 
Thursday, when the company reports its 
results. Disposals, even those yet to come, 
are backward looking. The future of the 
company, and its chief executive, stands 
or foils on whether it can push through 
the growth in volumes in its slimmed 
down engineering portfolio. Granted, the 
turmoil in south-east Asia will take its 
loll, but investors have a right to expect 
sales growth In mid-single digits over the 
next two to three years. While yesterday's 
news was by all means welcome, the man- 
agement still has much to prove. 


Moscow move puts trade relations with Brussels in jeopardy 


By Cluystia Freeland in Moscow 
and Neil Buckley in Brussels 

A dispute between the European 
Union and Russia ovc-r import 
quotas threatens to escalate into a 
trade war following a tough letter 
sent by Brussels to Moscow. 

The letter criticises Russia’s "com- 
pletely unjustifiable" plan to intro- 
duce quotas on carpet imports from 
the EU later this month, and warns 
that Moscow's move could jeopardise 
the Commission's plans to liberalise 
its trade relations with Russia. 

The dispute highlights the grow- 
ing call for protectionist trade barri- 
ers by Russia's manufacturers, a 
demand that bas struck nationalist 
chords in parts of the government. 

“The risk ... is that both sides 
become caught up in an escalation of 
requests for protection from indus- 
try at the very moment when, at the 
official leveL both sides are deter- 
mined to move towards ever more 
open trade relations, " the letter 
warned. 

Tbe disagreement arose in part 
from Russia's lack of efficiency at 


addressing routine policy issues. It 
also pointed to the gap between pol- 
icy and implementation, which has 
hamstrung many of Russia's market 
reform efforts. 

Signed by Hans van den Broek. 
European commissioner responsible 

for relations with Russia, and Sir 
Leon Brittan. EU trade commis- 
sioner. the Commission's letter also 
warned that Moscow's quota plans 
"sent a particularly negative mes- 
sage" when the EU and Russia were 
hoping to improve their relationship. 

The February 25 letter was 
addressed to Yakov Urinson. Rus- 
sian deputy prime minister responsi- 
ble for trade issues, who is on holi- 
day. A similar letter was sent to 
Yevgeny Primakov. Russian foreign 
minister. 

Moscow first threatened to impose 
quotas on EU carpets last autumn, 
claiming it was defending Russia's 
textile industry and retaliate against 
EU quotas on Russian exports. 

The Russian move was part of 
Moscow’s larger complaint against 
EU trade policy, particularly 
Europe's categorisation of Russia as 


3 -'non-market economy", which 
makes Russia more vulnerable to EU 
anti-dumping measures. 

Russia's threat set off a round of 

negotiations with tbe EU over 
textiles. It helped spur the EU to 
make plans to end Russia’s non- 
market status, which was to have 
been discussed by Eli foreign minis- 
ters on March 30. 

But Russia's decision to impose 
quotas has infuriated the EU and 
risks harming Europe’s wider trade 
relationship with it. 

“We are disappointed to learn the 
Commission's successive and 
improved offers to conclude an 
agreement on textiles have not been 
accepted by your negotiators." the 
letter warned, in an indication of the 
Eirs frustration at the apparent fail- 
ure of prolonged bargaining with 
Russia, including two meetings last 
month alone. 

In 1996. the EU exported E156m 
worth of carpets to Russia and 
imported E188m worth of carpets. 
However. Russia generally runs a 
trade surplus with the EU. which 
was valued at $3bn in 3996. 


Japan index at four-month high 
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by Gillian Tett 

and Bethan Hutton In Tokyo 

Japan's main equity market index 
surged to its highest level for more 
than four months yesterday, after 
senior politicians suggested using 
public money to boost share prices. 

The Nikkei 225, the key stock mar- 
ket indicator, closed at 17.264.34. 2.6 
per cent up on the day. almost 18 per 
cent above January’s two-year low. 

The rally was triggered partly by 
calls at the weekend from officials in 
the ruling Liberal Democratic Party 
for a revival of tbe tradition of inter- 
vention to support share 
prices. 

Mitsuo Horiuchi. trade minister, 
and Taku Yamasaki. LDP policy 
chief, said funds from tbe national 
postal savings schemes might be 
used to buy shares. 

Mitsuo Igarashi. vice-minister, 
posts and telecommunications, said 
the ministry was considering the 
scheme. 

Japan's postal savings scheme is 
one of the world's biggest. But most 
of the money is managed by the Min 
istry of Finance, which is not 
allowed to invest it in stocks. The 
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LDP politicians suggested it should 
be invested in the market, which 
they believe would boost share 
prices. 

The comments came amid rising 
concern among politicians over 
stock market levels before the finan- 
cial year ends on March 31. The date 
marks a milestone for the banking 
sector because Japanese banks hold 
large equity portfolios they count as 
part of their capital. 

If the stock market falls between 
one financial year and the next they 
are forced to realise losses. This 
would pusb banks' capital ratios 


down to levels below international 
standards, causing more alarm for a 
heavily indebted sector. 

On March 31. 1997. the Nikkei 225 
closed at 18.003. The index has 
recently rebounded from lows it 
recorded earlier this year, but 
remains below last year’s 
leveL 

Previously, the government 
avoided the problem by using "price 
keeping operations" to support the 
market, where public money is used 
to buy shares and groups of compa- 
nies persuaded to support 
stocks. 

The government says it has aban- 
doned this practice, in line with its 
pledge to create free and fair 
markets through financial deregu- 
lation. 

The calls have fuelled suspicions 
that the government is determined 
to use whatever means necessary to 
avoidoff the threat of a market foil 
this month. 

But the LDP politicians did not 
give any details about their scheme 
and some observers think the com- 
ments were intended to provide ver- 
bal support for the markets, and did 
not reflect a serious plan. 
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Europe today 

Northern Scandinavia will stay 
Detow freezing with snow showers. 
Southern Sweden and Norway will 
have snow but it will turn to rain on 
lower ground. Russia will be coW 
with snow showers. Poland, Ger- 
many and Denmark wfll be mBder 
but blustery with heavy rain. North- 
ern France and the Low Countries 
will be milder still, but overcast 
with rain. Central Europe will also 
be rather mild with sunny spells 
but there wRi be some showers. All 
the Mediterranean vriH be dry with 
long sunny periods. 

Five-day forecast 

Northern Scandinavia and much of 
Russia win stay below freezing with 
snow showers. Snow In southern 
Sweden and Norway wHI turn to 
rain on lower ground, ft wfll be mftd 
but windy with heavy rain from, 
northern France to Poland. Central 
Europe will have showers but the 

Mediterranean will be dry and 

sunny, 
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When the USS Ronald Reagan is bunched, these seals from John Crane Marine, each weighing in excess of 1.1 metric tonne*. 


will prevent sea water passing along its stemshaft. It will be the 1 4th US aircraft earner fitted by John Crane, the US Navi 

major supplier for new surface fleer construction. 

The $4.2 million acquisition of US-based EGSrG's marine Seal I product line adds die hull, pump and torpedo seals used by 
US Navy submarines tojohn Crane's portfolio. With the addition of these products, enneal to withstanding pressure at 
great depths, John Crane will now serve the US fleet V complete sealing needs above and below the 
John Crane is one of Tl Group’s four specialised engineering businesses, the others being Bundy. Polymer Engineering and 
Dowfy. Each one is a technological and market leader in its field. Together; their specialist skills enable T7 Group to get the 

Critical answers right for its customers. Worldwide. 


Tl Croup 

Global Specialised Engineering 

Department d Public ASite. 71 Group pk, Larofesim Court. Abingdon. Oson CN14 11*1 England iwux-dgroup cam) 
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Rabobank focuses on alliances 


Georgian tea sector revitalised 

Tea production is enjoying a revival in Georgia. 
After the industry's reputation for quality 
became tarnished in the 1970s, German group 
Martin Bauer has updated production methods 
and upped output. In order to tap the vast mar- 
ket for tea in the former Soviet Union. Page 34 


Shell considers financial arm 

Royal Dutch/Shell is expected to spend more 
than $167m on its initial efforts to set up a 
financial services arm. Page 28 
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BOE-SMK merger has local focus 

BOE Securities, the South African stockbroker 
that last year spfit from NatWest Markets of the 
UK. rts international partner, Is merging with 
SMK Securities. Page 25 ' 

Kimberly-Clark ends mitts sale 

Kimtterty-Gark.^he US personal care «wJ tissue 
products matwfecfturer.- said It woukJ stop the 
US$540m sale of two Canadian pulp mffis after 
the buyer, Canada's Hamac Pacific, was 
unable to secure financing for the deal. Page 24 


Daimler expects record Mercedes sales 


While others retrench in investment banking 
Rabobank - the century-old Dutch co-operative, 
which will report healthy 1997 data tomorrow, 
has expansion plans, it has Indicated that fte 
strong AAA credit rating Is not sacrosanct as it 
eyes European alliances. Page 26 

GTech weathers UK lottery storm 

GTech may be about to reap the rewards tong 
promised by its worldwide lottery sector domi- 
nance- Though the US company Is mired In a 
UK bribery scandal, a quick attempt to dean 
house has worked wonders on Wail Street's 
perception of the company, its shares have 
risen 28 percent since the scandal. Page 24 

Blue chips queue for HICs buses 

The vehicles in Hong Kong's China Motor Bus 
com pany symbolise the worst of the family-run 
affairs that have formed the basis of much of 
Hong Kong. But the routes CMB runs are 
attracting top-level attention, with big blue-chip 
concerns eager to scoop up the franchise the 
government has wrested from CMB. Page 22 

Coca-Cola speeds up consolidation 

The US's Coca-Cola is acc eler ating the consoli- 
dation of Its European bottling operations. The 
creation of Coca-Cola Beverages, which it plans 
to fist on the London Stock Exchange, brings 
together activities from the Czech Republic to 
Belarus and from Poland to Bosnia. Page 25 


Chief of German carmaker shrugs 
off embarrassing ‘elk test’ hitches 

By Graham Boariey In Frankfurt Mercedes-Benz cars rose 


Jfirgen Schrempp, chief 
executive of Daimler-Benz of 
Germany, yesterday waived 
aside last year’s embarrassing 
problems with its A-Class a nd 
Smart cars and forecast record 
, sales of its Mercedes-Benz 
I passenger vehicles in 1398. 

In a rallying call at the start 
of the Geneva motor show, 
Mr Schrempp said sales of 


Mercedes-Benz cars rose to 
53,000 in January, 19 per cent 
tii gTiw than in ■the same month 
last year. In the US, where the 
new Mercedes-Benz M -Cl ass 
sports utility vehicle has 
proved a success, car sales 
rose 54 per cent to 11,700. 

Georg Stflxzer, car analyst at 
Vereins bank to Munich, said: 
"After the problems In the sec- 
ond half of last year, Daimler 
are doing well again. The 


whole German car industry is 
in full swing right now." 

Daimler-Benz suffered two 
severe blows to Its reputation 
last year after it was forced to 
delay the introduction of its 
radical A -Class small hatch- 
back car and its Smart urban 
car after both models rolled 
over in so-called “elk tests", 
designed to examine 
high-speed manoeuvres. 

The cars' failure, which 
made the A-Class the butt of 
jokes in the world car indus- 
try, raised doubts about Daim- 
ler’s ability to maintain its 
high-quality while pushing 


into innovative vehicle sectors 
such as off-road vehicles and 

Kfflflllpr «n-R 

The A-Class, which bad only 
been on sale far a few months, 
was taken off the market last 
November while it was given a 
new chassis system and elec- 
tronic stabilisers. It went on 
sale g ym last tnon*^ and is 
proving popular. 

The Smart car, a joint ven- 
ture between Mercedes-Benz 
and Switzerland's SMH 
watches group, was due to go 
on sale this month but was 
delayed until the autumn. ThB 
redesigned Smart car wiE be 


unveiled for One first time at 
the Geneva motor show. 

Mr Schrempp said sales of 
Mercedes-Benz cars in western 
Europe, excluding Germany, 
increased 15 per cent in Janu- 
ary to 16,000. In Germany 
where economic conditions 
remain depressed and unem- 
ployment is at a post-war high, 
car sales rose 2 per cent to 
16^00. 

Car in far eastern mar- 
kets were at the same level as 
in January last year despite 
the Asian financial crisis, Mr 
Schrempp said. 

Last year, Mercedes sold 


715,000 passenger cars world- 
wide, 122400 in the US. Last 
year it began production of the 
M-Class car in Tuscaloosa in 
Alabama. 

Daimler's upbeat tone comes 
as title Germany car industry 
In general is experiencing a 
period of rapid growth and 
success. 

After a sharp downturn in 
the early 1990s, most of Ger- 
many’s major big manufactur- 
ers such as Audi, BMW, Por- 
sche and Volkswagen have cut 
costs and launched impressive 
car models such as Volkswa- 
gen's new Beetle and GoK 


Environmentalists seek more funds 

European countryside groups are to press Brus- 
sels tor a huge rise in funding for environmen- 
tally friendly farming, the UK’s Countryside 
Commission wtH next week present the EU with 
a call for the farm budget to be weighted more 
towards the environment In reforms of the Com- 
mon Agricultural Policy. Page 34 •• 



Cendant vows to 
win bid battle 
for US insurer 


By John Anthers in New York 


Inch cape chairman % Cofin Marshall peftj, with Phinp Cushing, chief executive, and Las Cuflan, finance director. Mafcofim Watson 


Inchcape plans three-way split 
to boost value after Asia slump 


By Roger Taylor 
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Inchcape, the London-based 
international diversified trad- 
ing concern, yesterday 
ynnramcgd ptarm to Split into 
three businesses in a move 
designed to increase its value 
by up to £400 . m (5668m). 

Philip Cushing, chief execu- 
tive, outlined plans to demerge 
its bottling operations in 
South America and its market- 
ing services division in Asia 
and the Middle East, arguing 
that the business's complexity 
had led to Its undervaluation 
by investors. It will also sell its 
shipping interests and its loss- 
making Russian bottling oper- 
ation and focus solely on 
global car distribution. 

Investors welcomed the plan 
and Inchcape shares rose 11 


pm- cent, or 23'Ap. to 212p yes- 
terday. valuing the company 
at El.lbn. Analysts said the 
demerged businesses could be 
worth as much as £1.5bn. 

Mr Cushing, who took over 
at Inchcape in 1996. said the 
Asian economic crisis had 
been the spur to action. Inch- 
cape’s shares more than 
halved between October and 
January. 

Inchcape makes more than 
40 per cent of its operating 
profits in Asia where it has a 
diverse range of marketing 
businesses and substantial 
product franchises. 

Mr Cushing said yesterday 
its Asian distribution of lei- 
sure products for brands such 
as Timberland and Salvatore 
Ferraganzo had been worst hit 
by the crisis. 


The first step in the 
break-up will be the sale of the 
Russian bottling business. 
Then the company aims to 
demerge its fast-growing and 
profitable South American bot- 
tling operation which will be 
quoted in Chile with ADRs 
listed in New York. 

The marketing division, will 
be split off and listed as a sepa- 
rate company on an Asian 
stockmarket in 1999, assuming 
market conditions have 
improved sufficiently. 

ING Barings has been 
appointed to handle the demer- 
ger, which is expected to cost 
the company around £30m in 
fees and may result in a tax 
bfl] of about £l0m. 

Mr Cushing indicated that 
the businesses created from 
the break up of Inchcape 


would be given an appropriate 
financial structure which 
might require the company 
taking on more debt and buy- 
ing back shares. It ended 1997 
with debts of £100m but 
expects this to rise to £250m in 
1998 before sale proceeds. 

The company announced 
profits for 1997 hit by exchange 
rate movements and £94£m of 
exceptional related to reor- 
ganising the Asian marketing 
business which cut pre-tax 
profits from £146m to £93m. 

The company said that 
underlying profits had risen 12 
per cent to £184m (£165m), lift- 
ing namin gs per share to 1&3P 
C17J&p). A final dividend of 6-6p 
makes lip (10 l5pX 
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Cendant, the international 
direct marketing group, vowed 
to keep up its fight to buy 
American Bankers Insurance 
after American International 
Group matched its $2.9bn bid 
for the company. 

AIG, the international insur- 
ance group, announced yester- 
day that it had increased its 
bid for American Bankers 
from $47 to $58 a share. It had 
originally announced an 
agreed bid in December. Its 
new bid, equivalent to about 
$a.9hn, equals the unsolicited 
bid Cendant made five weeks 
g gn for American Bankers, the 
largest quoted US credit 
insurer. 

Henry Silverman, Cendant 
chief executive, said: “The 
fight should be fought on the 
battleground of value. If it's all 
about paying the most for the 
company, then I repeat we 
remain committed to buying 
the company." 

Analysts had predicted that 
AIG would need to raise its 
bid, and the market appeared 
to expect that there would be 
at least one more bid for Amer- 
ican Bankers. By midday, its 
shares had gained almost 8 per 
cent, up $4ft at $60tt, ahead of 
both the bids on the table. 

AIG also agreed to release 
American Bankas to talk to 
other suitors, reversing one of 

the controversial elements of 
its original bid. This barred 
American Bankers from 
talking to suitors for 120 days. 
Cendant had already launched 
a lawsuit against this provi- 
sion, and AIG’s concession 
appeared to be a response to 
shareholder pressure. 


The break-up fee payable to 
AIG if the merger does not 
take place has been increased. 
Its new deal also allows for the 
shareholder meetings that 
were to have been held this 
week to be postponed until the 
end of the month. 

Cendant had already 
acquired almost half of the 
proxies in advance of the meet- 
ing and appeared to be in a 
strong position to block AIG’s 
bid. It has also launched a for- 
mal tender offer for American 
Bankers, although it cannot 
accept the shares without first 
gsfofog regulatory approval. 

According to Mr Silverman: 
"We knew the meetings were 
going to be postponed because 
the votes were zero for AIG." 

Kirk Land on, American 
Bankers’ chief executive, said 
AIG's bid was the “superior 
alternative" for his company 
and its shareholders. Ameri- 
can Bankers’ directors said 
last month that they were 
unable to make a recommen- 
dation on the Cendant offer, 
but they raised questions 
about the company's financial 

strength . 

Maurice “Hank” Greenberg. 
AIG’s chief executive, said he 
believed American Bankers 
was a “strategic investment 
with solid long-term pros- 
pects”. He said AIG would 
keep American Bankers as a 
separately managed company 
and provide it with capital to 
grow. 

AIG’s revised offer includes 
new terms to make it more 
attractive to American Bank- 
ers’ staff and management. 
These include a commitment 
to leave the company’s base in 
Miami for at least five years. 


Swiss Re pays $295m for 
control of Dutch insurer 


. r 




By SHffiam Hafl in Znricir and 
Christopher Adams In London 


j Swiss Re. one of the world’s 
! biggest international reins ur- 
i ance groups, yesterday paid 
just over FT 600m ($2S5m) to 
I acquire majority control of 
NCM, the Dutch credit insurer, 

! marlring farther consolidation 
in the European credit insur- 
j ance industry. 

Swiss Re, which already 
j owns 9.6 per cent of NCM, has 
agreed to buy a 51.1 per cent 
j stake from ABN Amro, ING 
and Delta-Lloyd Insurance far 
[ FI 8,000 a share, and make a 
! similar offer for the rest of the 
j shares. The two Dutch banks, 
which will each retain a 5 per 
cent stake in NCM, have been 
■ Poking for a buyer for their 
stakes for some time. 


Recent takeovers in Euro- 
pean credit insurance include 
the purchase of UK- based 
Trade Indemnity in 1996 by 
SFAC of France (now called 
Euler), the acquisition of Nor- 
way’s Uni-Storebrand Kredit 
by Gerling of Germany, and a 
share swap which resulted in 
Germany's Allianz buying Her- 
mes from Munich Re. 

NCM, which bought the 
short-term export credit 
operations of the UK govern- 
ment's Export Credits Guaran- 
tee Department (ECGD) in 
1991, is believed to be the 
world’s fourth -biggest credit 
insurer. It insures suppliers of 
more than £75bn ($124bn) of 
business worldwide against 
the risk of non-payment 

Analysts said the deal was a 
“logical step" for Swiss Re, in 


spite of the group's recent exit 
from primary insurance. They 
said credit insurance required 
a level of expertise in manag- 
ing financial risk that Swiss 
Re had already developed. 

Moreover, traditional rein- 
surance is suffering from 
fierce competition. 

“If you’re a reinsurer, grow- 
ing your business organically 
is very hard. You’ve got down- 
ward pressure on rates and 
primary Insurers are retaining 
more risk,” said Bob Yates, 
insurance analyst at Fox, Pitt 
Kelton. 

Europe's credit insurance 
market on the other hand, is 
growing fast It is worth about 
S3bn in premium income annu- 
ally and the pace of consolida- 
tion has accelerated sharply 
over the last two years. 






Guangdong’s top refrigerator 
maker aims to grow by mergers 




By Jotm Bkfdfljg to Hoag Kong^ 
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Guangdong Kelon, the appli- 
ance manufacturer, is plan- 
ning to merge with two neigh- 
bouring companies in southern 
China to create one of the 
country's biggest electronics 
groups. 

The plan involves a nrst- 
stage merger with the state- 
owned Huabaa one of China’s 
leading producers of air condi- 
noneis. That could be followed 
j bv a merger with GDMD, 
another Guangdong air condi- 

I tioner company. 

“Due diligence has started 
! and discussions have been 
done at the parent level said 
! non Lee. rice-president ana 
bead of mergers and acquisi- 


tions of Guangdong Kelon. 
“We would expect some form 
of transaction in the first half 
of this year." 

The proposal is the latest 
step in an expansion strategy 
which has made Guangdong 
Kelon the largest maker of 
refrigerators in China with a 
market share of almost 20 per 
cent. It follows the purchase of 
factories in Sichuan and Liaon- 
ing provinces and a proposed 
joint venture with Huayi. a 
compressor manufacturer. 

China's government is 
encouraging industry consoli- 
dation and reform of the state- 
owned industrial sector, led by 
the most efficient companies. 

Last week, Guangdong 
Kelon announced a 27.5 per 


cent rise in net profits to 
Yn561m ($67.7m) far 1997. The 
company predicts further 
growth, despite the regional 
financial crisis and a slow- 
down in the Chinese economy. 

Although the company’s 
Hong Kong-listed subsidiary, 
which focuses exclusively on 
the refrigerator market, would 
not be affected directly by the 
proposed mergers, officials say 
the group would be strength- 
ened by expanding its air con- 
ditioning arm. 

“There is going to be consoli- 
dation in production and in 
distribution in the white goods 
sector.” said Mr Lee. 

All three potential merger 
partners have annual produc- 
tion of about 500,000 units. 


m eDt ’ FR1G0SCANDIA ‘ s European market 

j leader in logistics services for temperature 

controlled foods. Services include storage* handling and distribu- 
tion of frozen and refrigerated foods. In Januan', i 998, Carnegie 
advised asg ab in the divestment of Frigoscandia to Securin’ 
Capital Industrial Trust (SO) for a consideration of sex 5.1 billion. 
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COMMERCIAL paper us investment bank becomes first foreign group to tap yen-denominated sector 

Merrill to raise YlOObn in CP issu 


By Batten Tett in Tokyo and 
Vincent Boland fa London 


Merrill Lynch, the US 
investment bank, yesterday 
launched a commercial 
paper programme In Japan 
to raise up to YlOObn 
($793m), making It the first 
non-Japanese company to 
have tapped the fastgrowing 
yen-denominated commer- 
cial paper market 
The transaction is expec- 
ted to give a boost to the yen 
CP market, which is esti- 
mated to be worth 


Y3Q,Q00bcL “The CP market 
in Japan has shown consid- 
erable strength and this issu- 
ance will underscore our 
continuing long-term com- 
mitment to Japan," said 
Theresa Lang, Merrill Lynch 
senior vice-president and 
treasurer. 

The transaction highlights 
Merrill's increasingly high 
profile in Japan ahead of the 
country’s “Big Bang” reform 
of its financial markets, 
which gets under way in 
earnest on April I when 
foreign exchange controls 


are substantially abolished. 

Last month Merrill 
became the first foreign firm 
to establish a hilly fledged 
brokerage network In the 
country after it bought some 
of the assets of Yamaichi 
Securities, which collapsed 
last November. 

The acquisition is expec- 
ted to increase Merrill's yen 
funding requirements sub- 
stantially, although execu- 
tives stressed yesterday that 
the new commercial paper 
programme made sense for 
the bank apart from its 


Yamaichi commitments. 

John Laws. Tokyo-based 
regional treasurer responsi- 
ble for Merrill’s treasury 
activities in Asia, said the 
funds would be used for gen- 
era] working capital pur- 
poses. “We were contemplat- 
ing a CP programme well 
before the Yamaichi transac- 
tion, and it makes sense for 
us even without that trans- 
action. It opens up another 
avenue of funding" he said. 

The price of the paper 
would be set across the short 
term interest rate curve and 


would be “such that it is 
issued at comparative levels 
to other Merrill Lynch pro- 
grammes”, Mr Laws said. 
The issue is not being under- 
written but a number of 
Japanese banks will act as 
dealers. 

Merrill said it expected the 
issue to receive high credit 
ratings. The Japan Bond 
Research Institute said it 
had assigned a rating of A1+ 
to the programme. 

Analysts said the pro- 
gramme would prove popu- 
lar with investors in Tokyo. 


given the shortage of reli- 
able and transparent invest- 
ment instruments in Japan. 
The Merrill programme coin- 
cides with those of a number 
of .Japanese non-banking 
financial groups, which have 
been tapping the C p market 
for funds instead of using 
the banks that have tradi- 
tionally provided finance. 

This has made the CP mar- 
ket the second largest open 
market in Tokyo, although it 
has had an exclusively 
domestic image and is 
heavily regulated. 


Blue chips queue up to climb aboard Hong Kong’s buses 


Years of under-investment and deteriorating service are at an 
end as companies submit bids for the territory's bus franchise 



Hong Kong's buses have long been the bntt of jokes by anyone who does not use them 


T he grimy blue-and -cream 
buses that trundle past 
some of Hong Kong's 
smartest shopping wmiis and 
office towers have long been 
the butt of jokes in the terri- 
tory by anyone who does not 
use them. 

Shareholders of China 
Motor Bus take comfort from 
profit-generating property 
developments, but for pas- 
sengers there is little to com- 
mend the service and its age- 
ing vehicles: sooty, 
old-fashioned and with 
smeared windows frequently 
jammed open to catch some 
air. 

The fleet of buses symbol- 
ises the worst aspects of the 
family-run companies that 
have formed the basis of 
much of Hong Kong. Ngan 
Shing-kwan, former rick- 
shaw operator, rated frugal- 
ity above investment in his 
bus company: had little 
patience with industrial dis- 
putes; and persistently 
shrugged off government 
and public complaints about 
deteriorating service. 

But while neither the 
buses nor the corporation 
are testament to the image 
of a modern service-driven 
city, the routes they run are 
attracting top-level atten- 
tion. Some of the biggest 
blue-chip companies are hop- 
ing to scoop up the franchise 
which the government has, 
after 65 years, wrested from 
CMB. 

Among those bidding for 
the franchise, which will 
begin In August, are Citic 
Pacific, the Hong Kong-listed 


arm of C hina ’s main invest- 
ment vehicle; New World 
Development, a property 
developer and one of the ter- 
ritory’s biggest investors In 
China; and China Travel 
International Investment 
Hong Kong, a mainland- 
backed travel tourism and 
investment group. 

About 20 companies are 
bidding for the franchise, 
which they believe will cost 
about HKS2bn OJS$2 58m). 
The stakes (annual paming g 

of an estimated HK$ioom) do 
not immediately appear to 
merit the attention of such 
heavyweights, but as con- 
glomerates and property 
companies strive to enhance 
their value the 88 bus routes 
have a com pellin g factor in 
their favour - recurrent 
income. 

“There’s clearly a move by 
a lot of conglomerates 
towards recurrent income, 
and getting investors away 
from the idea they are just 
property companies." says 
Steven Thompson, chief ana- 
lyst at Nikko Research. Cen- 
tre. “Even the big property 
developers openly admit 
they want to increase the 
proportion of earnings that 
are recurrent, and this is 
something that is an oppor- 
tunity." 

Companies such as Citic 
Pacific have broadened their 
recurrent income base in 
recent years by building 
infrastructure portfolios and 
buying Into utilities. 

Last year, for example, 
Citic Pacific took, a 20 per 
cent stake in China Light 


and Power, Hong Kong’s big- 
gest electricity supplier, and 
New World is broadening 
into property management 
and construction and engi- 
neering. 

“We have been exploring 
ways to further our mission 
in making New World a 
more diversified company 
with quality income gener- 
ated from the different busi- 
nesses that we are involved 
in,” acknowledges Henry 
Cheng, managing director. 

However, New World's bid 
is seen as one of the least 
convincing. “Even though 
the franchise guarantees 
recurrent income it would 
require highly efficient man- 
agement, and it is very capi- 
tal intensive - HK$2m a bus, 
acquiring depots, hiring 
teams of drivers and mainte- 
nance staff - yet they have 
no experience in operating 
buses," says Patrick Chia, 
head of research at China 
Everb right Securities. 

N ew World is also one of 
the few to launch a solo 
bid. Others lacking 
experience operating buses 
are tendering with partners; 
thus Citic Pacific has teamed 
up with Kwoong Chung, 
which runs the franchised 
bus service on the outlying 
island of Lanta. 

The Citic Paclfic/Kwoong 
Chung bid Is seen as a 
front-runner - and a timely 
addition to the conglomer- 
ate's armoury. Its push into 
mainland infrastructure is 
coinciding with high funding 
costs (an indirect result of 


the Asian currency crisis, 
which pushed up Hong Kong 
interest rates) and diminish- 
ing returns. 

‘Tm sure they are still see- 
ing deals out of China, but 
they not coming at the same 
rapid rate as in the past and 
the returns will. 1 think, 
start to diminish- We have 
already seen returns fall 
from 18 per cent to 15 per 
cent on China infrastructure 
projects," Mr Thompson 
says. 

By comparison, the CMB 
routes are reckoned to earn 
3 return of about 20 per cent. 
This is particularly attrac- 
tive if synergies can be 
brought to bear, as would be 
the case with partner Kwoon 
Chung. 


For its part. New World 
says it will mobilise finan- 
cial resources as well as 
local and overseas expertise 
to capture technical skills 
and experience. While It 
lacks direct synergy’, the 
franchise would be injected 
into the group's services 
portfolio, which includes 
convention facility manage- 
ment, construction and 
engineering. 

The former top favourite. 
Citybus. a Hong Kong bus 
operator controlled by a 
mainland -backed company, 
has been pushed down the 
ranks after a serious of head- 
line-grabbing accidents. 
China Travel, which has a 20 
per cent stake in Citybus. is 
seen as a strong contender. 


perhaps in conjunction with 
its subsidiary. 

Mr Chia says the two com- 
panies have already ordered 
new buses and benefit from 
having two depots on Hong 
Kong island. 

“It would be easier for 
them to operate the Hong 
Kong island routes right 
away: they have the manage- 
ment team and the experi- 
ence.” be says. 

Moreover, the gleaming 
buses with their plush seats 
and well-lit aisles would be a 
timely evolution of the Ngan 
era. which began with rick- 
shaws and ended with a fleet 
of uncomfortable and ageing 
buses. 

Louise Lucas 


Sail sees slack 


NEWS DIGEST 


JAPANESE STOCKS 

Baoicruptcy prompts 
Daido Concrete delisting 


Shares in Daido Concrete, one of Japan's largest pile 
makers, will be delisted from the first section of the Tokyo 
Stock Exchange today after the company wasdecjared 
bankrupt on Saturday. It was the first bankruptcy this year 
of a company listed on the exchange. 

Daido Concrete was pushed under by a combination of 
a stagnant construction industry and credit crunch at 
home, and the economic problems in south-east Asia. 


esia and Hong Kong. , 

The company filed for bankruptcy with debts of Y1 9.5bn 
(Si 54ml after Japanese banks asked the parent company 
to repay or guarantee loans made to its overseas subsid- 
iaries. Daido said ft would try to sell the Hong Kong sub- 
sidiary, but would probably close its two offehoots In 


Indonesia. 

The pressure to repay loans came from tour of Japan's 
largest banks. Two smaller Japanese banks. Chiba Kogyo 
Bank and Joyo Bank, said yesterday they would Increase 
loan loss reserves for the current year to allow for non- 
recovery of their loans to Daido. 

Daido was more exposed to south-east Asia than Its 
competitors in the Japanese concrete industry, which are 
also suffering from the collapse in pnvate sector construc- 
tion orders since the earty 1990s. and declining public 
works expenditure as the government attempts to curb Its 
deficit. However, shares In Nippon Concrete and Nippon 
Hume Pipe, two other leading makers of conc rete piles, 
rose yesterday. Bethan Hutton, Tokyo 


SHIPPING 


Forex losses hit Precious 

Precious Shipping, a leading south-east Aslan dry cargo 
shipping company, said yesterday that It lost Bt5.8bn 
(5138m) in 1997. compared with a net profit of Bt353.2m a 
year earlier. The company said that as a result of foreign 
exchange losses ol Bt5.6bn it had swung Into negative net 
equity of Bt3.5lbn. But unlike many Thai companies which 
have revalued upwards do liar-denominated assets, which 
account tor 9 7 per cent of the company's fixed assets, 
Precious decided to mark to market only non-fixed assets 
and liabilities. 

The company said that had it revalued its shipping fleet 
it would have positive equity of Bt2.1bn. The company 
also said its losses reflected the steady decline in the Bal- 
tic Freight Index last year and the write-off of its Bt292m 
investment in the failed Bangkok Bank of Commerce 
which was taken over by the Thai government last month. 

Ted Bardecke, Bangkok 


national petrochemical 


Devaluation hurts petrol group 

National Petrochemical, a leading Thai petrochemical pro- 
ducer. last year lost Bt3.59bn ($83m). compared with a net 
profit of Bt583m a year earlier. The company attributed the 
result to approximately BtSbn in foreign exchange losses 
Incurred when the Thai baht was devalued last July. 
National Petrochemical was following a recent directive 
from the country's Securities and Exchange Commission 
which requires listed companies to realise all foreign 
exchange losses Immediately Instead of amortising them 
over a period of five years, which had been allowed previ- 
ously. 

The company said yesterday that its dollar revenues 
exceed its dollar expenditures and that the difference 
made it able to obtain sufficient dollar cash flow to repay 
Its foreign currency debt Ted Bardacke 


All of these securities hating been sold, this announcement appears as a matter of record only. 


6,800,000 Shares 



Royal Olympic Cruise Lines Inc. 


Common Stock 


1,360,000 Shares 
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Lazard Capital Markets Donaldson, Lcjfkin & Jenrette 

International 
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demand hitting 
full-year result 


By Kuna! Bose 
hi Calcutta 


Steel Authority of India 
Limited (Sail), the country’s 
largest steel producer, 
warned that lack of demand 
would hit full-year net prof- 
its. First-half profits fell 86.5 
per cent to Rs -185.3m 
($12. 4m). 

“Contrary to the general 
expectation, there has not 
been any improvement in 
demand for steel in the sec- 
ond half. Analysts, therefore, 
said Sail would move into 
the red in the current year 
against last year’s net profits 
of Rs5.I5bn. But we will 
make some profits," said Mr 
Arvtnd Pande, chairman. He 
did not say if the profits 
would be enough to pay a 
dividend. 

One analyst said the sharp 
setback at Sail - seen as the 
bellwether of Indian steel 
industry - indicated the dis- 
mal conditions in the sector. 

Sail blamed the profit col- 
lapse on a fall in steel 
demand that caused its 
inventory to rise to more 
more than 1m tonnes. On 
top of this, the company suf- 
fered a sharp rise in costs 
and increased competition 
from foreign producers. 

“In spite of the demand for 
steel falling 1.8 per cent, we 
have been able to push 3 per 
cent more steel in the 
domestic market. Our export 
is up nearly 100 per cent to 


tin tonnes." said Mr Pande. 

Analysts said “rationalisa- 
tion of product-mix in favour 
of items in strong demand" 
enabled Sail to improve price 
realisation by 5 per cent in a 
depressed market. 

As the company is not 
expecting any improvement 
in demand in the first quar- 
ter of 1998-99, it is going to 
slow production until at 
least the end of June. 

"We are working on a 
strategy to bring down the 
stock of steel and cut inter- 
est cost. The demand for 
steel should, however, start 
improving in the subsequent 
quarters. Our target for the 
next year is to raise domes- 
tic sales by 19 per cent and 
export by -13 per cent. Pro- 
duction should be up 8 per 
cent," Mr Pande said. 

Sail has finalised a three- 
pronged plan to improve cost 
competitiveness as new steel 
making capacity of nearly 
5m tonnes is to be commis- 
sioned by new groups in the 
next couple of years. 

“We have more assets 
than we actually need. We 
have decided to close down 
the major uneconomic plants 
and sell some mines. Sail 1 
plans to trim the workforce , 
of nearly 180.000 through a j 
voluntary retirement scheme 
which is to remain to force 
til] August. Anri we must be 
able to cut down on our 
working capital require- 
ment.'' said Mr Pande. 


CONSTRUCTION 


Pioneer to sell Caltex stake 

Pioneer International, the Australian building materials 
group. Is expecting to raise more than A$400m (US$272m) 
from a proposed public offer of its 90m shares in Caltex 
Australia, the country's largest petroleum products com- 
pany. The sale price for its Caltex holding would be deter- 
mined by an institutional book-build process, although the 
upper price for retail investors would be A$4.40, the group 
said yesterday. 

John Schubert, managing director of Pioneer, said: "Our 
decision to exit the oil sector was a strategic decision. We 
want to concentrate on our core, building materials busi- 
nesses." 

Pioneer had previously announced that it had been 
exploring options for the best method of selling the one- 
third interest in Caltex ft received as part payment for its 
SO per cent interest in Australian Petroleum (APPL), the 
company formed by the merger In 1995 of the petroleum 
interests of Ampol and Caltex. 

Existing Australian -resident shareholders of Pioneer and 
Caltex and current employees of Caltex will be entitled to 
an allocation of 500-5,000 shares. The balance will be 
offered to retail and Institutional investors. 

Caltex. which trades under the Am pal and Caltex 
brands, is Australia's only listed downstream petroleum 
company. 

Ian Blackbume. general manager of APPL, said toe 
medium-term outlook for Caltex was good but he admitted 
that in the short term, the Asian crisis was likely to exert 
pressure on margins. Russell Baker, Sydney 


WINE 


BRL Hardy in Italian venture 

BRL Hardy, the Australian wine group, has formed a Joint 
venture with CasaVmicola Calatrasl. a winemaker in Sicily, 
to market a new brand of Italian wine to UK and European 
consumers. BRL. the owner of toe Hardy's brand which is 
toe second most popular off-licence wine in the UK, will 
team up with CVC to produce wines under the D'istinto 
brand. The joint venture will Initially target Europe but has 
longer-term ambitions to market the brand elsewhere. 

Stephen Millar, managing director of BRL, said the UK 
market was the most dynamic wine market in the worid 
with more than 27 countries represented on supermarket 
she,ue *- Russell Baker 


ASX faces legal threat by Crown 


By Rnssell Baker In Sydney 


Crown, the owner of the 
Crown casino in Melbourne, 
is planning legal action 
against the Australian Stock 
Exchange over allegations 
that the company breached 
disclosure rules. 

Blake Dawson Waldron. 
Crown’s lawyers, labelled 
the ASX a "blinkered 
bureaucracy” whose rules 
were "absurd" aod needed to 
be changed. 


In a letter to the ASX. 
which was made public yes- 
terday, the law firm also 
branded the Australian 
Securities Commission “irre- 
sponsible" for Its investiga- 
tions into the alleged breach 
and other non-disclosure 
matters. 

The ASX believes Crown 
breached disclosure roles by 
allegedly informing the state 
government of Victoria 
about its decision not to 
build a second hotel Lower at 


Its large casino complex 
before telling the ASX. 

On February 9 Lloyd Wil- 
liams. Crown ebairman, 
wrote to Roger Ha Ham. Vic- 
toria's minister for gaming, 
saying that Crown was not 
in a financial position to pro- 
ceed with the development 
of the second tower. 

But It was not until a 
week later that Crown told 
the ASX and the public that 
it had asked the gaming 
minister to relieve it of Its 


building obligation. 

Crown says Us board did 
not make a decision to scrap 
the second tower until Feb* 
ruary 16 and was not obliged 
to inform the ASX earlier. 

The casino group argues 
that Mr Wil liams — who is 
also managing director of 
Hudson Conway, Crown’s 
largest shareholder - was 
stating his personal opinion 
in the letter and did not 
know the board would con- 
clude the same. 
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requires global reach and local knowledge. 


our global Grassroots™ research network of 
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loci Investment raqcira. an locos? Saperior Panoneanc. and costomls«l. 


opportunities, bocal investment requires an 
intensive understanding of global economic and 


value-added solutions. 


marital trends Both mod be dafveied plough *W. "» »«"» “" d ^ 


a single, disciplined investment process. 


Dresdner ROM Global Investors stands at 


At Dresdner RCM Global Investors, our the forefront of global investment in countries 


extensive global infrastructure of investment, 
client service and operations professionals 
is strategically positioned in every comer 
of the worid. With our rigorous investment 


all around the world. After all, they're countries 


we call home. 


Dresdner RCM Global Investors. 
Worldwide. Woridwise. 
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COMPANIES & FINANCE: THE AMERICAS 


CSC CHIEF SPURNS ‘INADEQUATE’ UNSOLICITED BID AND SETS SCENE FOR SECTOR'S LARGEST TAKEOVER BATTLE 


Computer Sciences 


formally rejects CA 


By Nicholas Denton 

toi San Francisco 


Computer Sciences, the US 
computer services group, 
has formally rejected the 
59.Sbn unsolicited bid by 
Computer Associates Inter* 
national, setting the scene 
for the largest takeover bat- 
tle in the high technology 
Industry. 

In a filing yesterday with 
the Securities and Exchange 
Commission, Van Honey- 
cutt, CSC chairman and 
chief executive, describing 
CA’s bid as "Inadequate", 
said It would look for a 
white knight, among other 
options. 

“The company has far 
greater near and long-term 
prospects than are reflected 
in the offer,” said the CSC 
board, highlighting the com- 
pany's 20.4 per cent annual 
revenue growth over the last 
five years. 

CSC - after Electronic 
Data Systems, the largest 


independent group helping 
large companies choose tech- 
nology suppliers and install 
equipment - said the acqui- 
sition would “severely com- 
promise” the neutrality 
demanded by customers. 

The computer services pro- 
vider asserted again that the 
bid put at risk the 25 per 
cent of revenues that came 
from contracts which could 
be terminated in the event of 
a change of control at CSC. 

CSC expects to “engage in 
discussions, and may engage 
in negotiations, with other 
parties”, it satd. Options 
include everything from a 
“strategic relationship” to 
the sale of the business. 

Although many analysts 
doubt CSC will attract 
another bidder, its shares 
rose $2% to trade at $107ft by 
midday on Wall Street, In 
the hope that the bid might 
be contested. CA’s tender 
offer is for $10S a share. 

Most high-tech companies 
have grown organically. 


Acquisitions have typically 
been of companies less than 
one-hundredth of their 
market value. 

CA's offer for CSC is the 
largest bid and follows Com- 
paq Computer’s $9.6bn bid 
for Digital Equipment Digi- 
tal and CSC have large inter- 
national service businesses, 
which computer hardware 
and software groups are try- 
ing to build in order to win 
large multinational clients. 

CA shares added to 
hut the assault on CSC 
has many detractors on Wall 
Street and CA's shares still 
stand below their level 
before the bid. 

The decline prompted a 
class action lawsuit yester- 
day on behalf of sharehold- 
ers who bought Into CA after 
the company began talks 
with CSC but before it dis- 
closed its interest. 

CA closed at on Feb- 
ruary 10, falling the follow- 
ing day, when the bid was 
announced, to $50%. 



DirecTV 
links up 
with Bell 
Atlantic 
and SBC 


news digest 


CANADA 


Kimberly-Clark abandons 


$ 540 m pulp mills sale 


By Christopher Parkas 
m Los Angeles 


CSC’s Van Honeycutt: may look for Witte knight* 


Dunlap turns from cost cuts to mergers 


By Richard Waters in New York 


A! Dunlap, the US executive 
whose aggressive use of cost- 
cutting came to symbolise 
the downsizing wave of the 
mid-1990s, launched himself 
yesterday on a different 
management fad: consolida- 
tion through takeovers and 
mergers. 

Sunbeam, the consumer 
products company that Mr 
Dunlap has headed for the 
past 18 months, said it had 
agreements to pay nearly 
$2bn for three companies 
that make a range of camp- 
ing equipment, kitchen 


appliances and home alarm 
systems. Together with the 
debt it would assume. Sun- 
beam put the total value of 
the transactions at $2L5bn. 

The purchases, and a new 
employment contract to stay 
with Sunbeam. also 
suggested that Mr Dunlap 
had now abandoned a cher- 
ished ambition: to pull off a 
turnround at one more big 
company before he retires. 
The Sunbeam chairman said 
he and his top two 
lieutenants had signed new 
three-year contracts to put 
to rest rumours that be 
would leave the company. 


Those rumours gained cur- 
rency after an announce- 
ment in the autumn th3t 
Sunbeam had retained Mor- 
gan Stanley Dean Witter to 
advise on possible transac- 
tions, such as a sale of the 
company or acquisitions. Mr 
Dunlap said yesterday: “Ulti- 
mately, we decided there is 
phenomenal value to be cre- 
ated In assuming the leader- 
ship role in consolidating 
the industries in which we 
operate.” 

The largest of the three 
acquisitions, the $1.6bn pur- 
chase of Coleman, will add 
camping and outdoor equip- 


ment names such as Cole- 
man and Camping Gas to 
existing brands including 
Sunbeam and Osier. It will 
also transform Ranald Pcrel- 
man, the New York financier 
whose private investment 
company owns Coleman, 
into Sunbeam's second larg- 
est shareholder. 

Along with Michael Price, 
the mutual fund manager 
who is the biggest investor. 
Mr Perelman yesterday paid 
tribute to Mr Dunlap's man- 
agement skills. 

The job of acquiring the 
three companies will provide 
some scope for the cost-cut- 


ting expertise that earned 
Mr Dunlap his notorious 
nickname, “Chainsaw Al". 
The mergers should bring 
savings of $150m. though 
they would result in a one- 
time charge against earnings 
this year, the company said. 

Sunbeam will also pay 
$2 50m, including assumed 
debt, for Signature Brands, 
which sells coffee makers 
and health products, and 
$175m for First Alert, which 
makes residential safety 
equipment. The three com- 
panies will bring about 
$i.6bn In new revenues, 
adding to Sunbeam's si_2bn. 


El Paso secures SocGen sells Hambros’ 
Leviathan stake eurobonds unit to RBC 


By Kddd Tait In Chicago 


El Paso Energy, the gas 
pipeline and energy business 
which leapt into the big 
league in 1996 when it 
acquired Tenneco’s energy 
interests for $4bn, is to pay 
$450m to acquire an interest 
in the Leviathan Gas Pipe- 
line business, the largest 
independent gatherer of nat. 
ural gas in the Gulf of 
Mexico. 

The Houston-based com- 
pany Is buying out the stake 
in Leviathan held by Deep- 
Tech, a Nasdaq-Usted energy 
group. 

As a result of the deal, El 
Paso will control the general 
partner in the Leviathan Gas 
Pipeline partnership out- 
right, and will have an effec- 
tive 27.3 per cent in the off- 
shore pipeline business 
overall. 

Leviathan's pipeline sys- 


tem transports about 2-8bn 
cu, ft of gas a day, and also 
produces oil and gas from a 
number of offshore blocks. 

El Paso said that the deal 
was expected to have a neu- 
tral effect on earnings per 
share for the first 18 months, 
and enhance earnings after 
that. 

As part of the deal Deep- 
Tech will merge with an El 
Paso subsidiary, with Deep- 
Tech shareholders getting 
either $14 a share in cash or 
El Paso shares. El Paso said 
it did not expect to acquire 
any or the public outstand- 
ing units of Leviathan aa 
part of the transactions. 

The deal wifi significantly 
boost El Paso’s gas-gathering 
and processing capabilities, 
making it the largest gath- 
erer of offshore Gulf of , 
Mexico natural gas, and the , 
second largest in the indus- 
try overall. ! 


By George Graham, 
Banting Editor 


Royal Bank of Canada has 
bought the eurobonds busi- 
ness of Hambros Bank from 
Soctetfi Gfendrale, three days 
after the French bank com- 
pleted Its purchase of 
Hambros' entire banking 
business. 

The sale of the bonds divi- 
sion had been announced 
two months ago when 
Socifitd Gdn£rale agreed to 
pay £300m ($494m) for the 
Hambros banking business. 

Stephen Brisby, deputy 
head of global corporate 
finance advisory at Socifite 
Gdndrale, said the Hambros 
bond division had been run 
as a self-contained operation, 
and would have heen diffi- 
cult to Integrate into Socidtd 
GSnSrale’s other fixed 
income operations. 

The bonds division's sale 


to RBC Dominion Securities 
takes Immediate effect, but 
the division will continue to 
operate through Hambros 
Bank for about a month. 

The Hambros team, led by 
Adrian Bell, has built up a 
business which dominates a 
number of smaller currency 
segments of the eurobond 
market, especially the Aus- 
tralian. New Zealand and 
Canadian dollars, which are 
regarded as high-yield sub- 
stitutes for the US dollar. 

Mr Bell said there would 
be considerable synergies for 
his team to sell Us bond 
products through RBC's 
sales force in North America 
and Japan, and to sell RBC 
products through its own 
sales force in Europe. 

No price was disclosed for 
the transaction. 

However, Mr Bell and a 
team of between 30 and 40 
staff could receive up to 47 


per cent of the net proceeds. 

Under the terms of the 
deal, Soctete G<?n#rale will 
receive the first £5m and 
employees of the bonds divi- 
sion the next £4m. 

Net proceeds of between 
£9m and £l£m would be split 
equally between Soctetd 
GdnGrale and the employees, 
and above £ism the French 
bank would take 75 per cent. 

Society Generate warned 
that more than 100 of 700 
London- based employees 
could lose their Jobs In the 
rest of the Hambros banking 
group. 

The bank plans to cut 
Hambros' shipping finance 
business. 

The merged corporate 
advisory business will be 
called SG Hambros Corpo- 
rate Finance Advisory, while 
the private banking 
operations become part of 
SG Hambros Bank & Trust 


DirecTV, the leading US 
satellite television provider, 
yesterday stepped up its 
challenge to cable companies 
by forming alliances with 
the regional telecommunica- 
tions groups SBC and Bell 
Atlantic. 

The links will restore 
some of the marketing and 
distribution reach the com- 
pany lost when its partner- 
ship with AT&T was can- 
celled last December. 

Financial details of the 
long-term deals were not 
announced, although neither 
of the telecoms companies 
has taken an equity stake in 
DirecTV, a subsidiary of the 
Genera] Motors arm Hughes 
Electronics. 

AT&T sold back its 2.5 per 
cent holding for $li52m when 
it pulled out or its arrange- 
ment. and at the same time 
surrendered an option to 
increase the stake to 30 per 
cent. 

The deal with SBC. to pro- 
vide more than 2ft? channels 
of programming to apart 
ment buildings in Texas, 
Missouri, Oklahoma. Kansas 
and Arkansas, could open up 
a market that satellite ser- 
vices have found bard to 
penetrate. SBC’s Smart- 
Moves multi-dwelling unit 
service requires only one 
rooftop I8in receiver dish, 
plus a single antenna to pick 
up local broadcasts not 
available via satellite. 

This could provide a way 
round planning laws pre- 
venting tenants and apart- 
ment owners from installing 
unsightly individual receiv- 
ers on their balconies. 

The Beil Atlantic deal, tar- 
geting single-family resi- 
dences. Is a more straightfor- 
ward marketing and 
distribution arrangement, 
with consumers ordering 
equipment and programme 
packages from the telephone 
company. 

Bell will be the customers' 
main point of contact for 
billing and other services. 

The ventures represent a 
long-awaited move into the 
i video services market by 
Bell and SBC. both former 
participants in an abortive 
Tele-TV' project involving 
several telecoms providers. 

This may also relieve some 
of the pressure from legisla- 
tors and regulators, con- 
cerned at the lack of effec- 
tive competition to the 
dominant cable industry, 
who are discussing the re- 
imposition of price controls. 

Yesterday's announce- 
ments coincided with the 
launch of a SioOm advertis- 
ing campaign for DirecTV 
which plays on widespread 
consumer dissatisfaction 
with cable and counters 
cable's long-running cam- 
paigns criticising satellite. 


Kimberly-Clark, the US personal care and tissue products 
manufacturer, said yesterday it would tarntnaja the 
US$540m sale of two Canadian pulp nulls aftwtha (pro- 
posed buyer, Canada's Harmac Pacific, w * un «*J® to 
secure financing for the deal. Harmac has delayed an 
equity ottering because of weak pulp markets and had 
asked Kimberly-Clark to reduce the purchase price for a 
deal that would have created Canada's largest pulp pro- 
ducer. Kimberly-Clark said it would continue to seek buy- 
ers for the mills, but declined to say whether others had 
expressed Interest. . 

The US group currently produces 70 per cent of the 
pulp it requires and it wants to reduce this to about 30 per 
cent by mid- 1998 because of the cyclical and capital- 
intensive nature of the business. 

Scott Morrison, Toronto 


BIOTECHNOLOGY 


HGS in Transgene alliance 


Human Genome Sciences, the US biotechnology com- 
pany. has signed a 10-year alliance with Transgene, the 
Strasbourg-based biotechnology company planning to 
float on the Paris stock exchange and on the US Nasdaq 
exchange. HGS is one or the pioneers in human gene 
analysis, while Transgene specialises in gene therapy, in 
which diseases are treated by changing genes in the body. 

The deal involves HGS taking a 10 per cent stake In 
Transgene. HGS wilt also license to Transgene the use of 
information on up to 10 genes, in return. Transgene will 
pay an initial licensing fee. contnbute towards research 
costs and make further payments depending on the num- 
ber of genes licensed and product development. 

HGS shares rose S’.s to $03 by midday. 

Daniel Green, London 


ADVERTISING 


Y&R follows rivals with float 


Young S> Rubieam, the world's fifth largest advertising 
group, is preparing to come to the stock market, ending 
75 years as a private business. The move would echo 
moves by bigger rivals such as Omnicom and Interpublic, 
both ol which have already made their debut on Wall 
Street and which have been able to use publicly traded 
Stock to mount acquisitions, reward staff and raise capital. 

According to a filing last week with the Securities and 
Exchange Commission. Y&R hopes to raise S350m from 
the public offering. Die shares sold would represent both 
new stock issued by the company, as well as equity held 
by some of its senior executives and a private investment 
firm, Heilman & Friedman. 

Y&R's dient list of well-known consumer brand compa- 
nies includes Philip Morris. Ford, Procter & Gamble and 
Citibank. It had an after-tax loss of $23. 9m last year on 
revenues of $1 .38bn. The year before, it lost S238.3m on 
revenues of $1 .22bn. Richard Waters, New York 


STEEL 


WHX buys Handy & Harman 


WHX. the ninth largest steel manufacturer in the US, has 
agreed to buy Handy & Hannan, makers of electronic 
components, in a deal valued at $64 5m which includes the 
assumption of $190m in debt and stock options, WHX win 
pay $3514 for the balance of Handy & Harman's common 
stock. It already owns 13.6 per cent. Reuters, New York 


SIEBE BID 


Wonderware valued at $375m 


Siebe, the UK industrial controls group, yesterday com- 
menced its recommended tender offer for Wonderware 
Corporation at $24 a share, payable In cash. The offer val- 
ues the US company at S3 75m. Founded in 1967, Won- 
derware pioneered Microsoft Windows-based software for 
developing industrial automation applications. 

The offer represents a multiple of 66 times Wonder- 
ware’s 1997 pre-exceptional profits after tax and is 50 per 
cent above Wonderware's previous trading price on 
Nasdaq. Reuters, London 



Rapid reaction may be just the ticket for GTech 


Scandal over UK national lottery may prove to be a turning point for the US group, writes Richard Waters 
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W ail Street Is asking 
whether GTech is 
finally about to reap 
the rewards long promised 
by its worldwide dominance 
of the tetters' business. 

The US company remains 
tnired In scandal in the UK 
over an allegation that the 
company's former chairman 
tried to use bribery to win 
tho country’s national lot- 
tery contract. But a quick 
attempt to clean bouse - and 
a vote of confidence from 
some of the biggest state lot- 
teries in the US - have 
worked wonders oa Wall 
Street's perception of the 
company- 

By forcing a clear break 
with the past, the British 
imbroglio may, ironically, 
prove to be an Important 

turning point for the Rhode 
island-based company. 

The stock market has cer- 
tainly concluded that the 
damage from the UK allega- 
tions can be contained. Com- 
pared with a month ago ~ 
when Guy Snowden, then 
GTech chairman. lost a libel 
suit brought by Richard 
Branson, a rival bidder for 
the UK lottery - the compa- 
ny's shares have jumped by 
28 per cent They ended last 
week at S35ft - but are still 
below their level of four 
years ago, before concerns 
about ethical standards at 
the company, which resulted 
in the criminal conviction 
Cor bribery of a former 
national sales director, took 
their tolL 

The recent bounce reflects 
a return of confidence in 
GTeeh's strong franchise: 


running lotteries for 28 
states in the US, and SO more 
local and national govern- 
ments abroad. This has 
proved to be a business with 
stable grass profit margins - 
about 35 per cent in each of 
the past five years, though 
start-up costs an new lot- 
teries ate into the margin 
last year. 

GTech also produces 
highly predictable revenues. 
Nearly 90 per cent of its 
$904m revenues in the year 
to February 1997 came from 
its share of tho lottery take, 
rather than selling the ter- 
minals that dispense tickets. 
And at a multiple of about 16 
times projected 1998 earn- 
ings, GTeeh's stock is hardly 
expensive by the standards 
or the US stock market 

The damage to this busi- 
ness from the UK scandal 
has so far proved limited. 
Although several state offi- 
cials in the US suggested 
early last month that they 
might reconsider their links 
with the company, this 
reflex reaction seems not to 
have bad a lasting impact. 

New Jersey, whose li.7bn 
lottery Is out* or the biggest 
was among those to hint at 
misgivings. Speaking late 
last week, though, Virginia 
Haines, the lottery's direc- 
tor, Issued a clear message 
of support. "We are very 
happy with GTech." she 
said, “They meet everything 
in their contract. " Of the 
ethical concerns that have 
dogged the company, she 
added: "If they ever tried 
those things hero, we would 
never put up with it.“ 


GTech: gambling on success 
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US stole lotteries 


partner. Victor Markowicz, 
both leaving the company. 
And Mr O'Connor, who 
joined the company only two 
years ago. has lost no time 
in pushing ahead with stron- 
ger operating disciplines. 

Besides the job cuts, the 
new chairman said on Fri- 
day that he would scrap two 
attempts at diversification 
and focus on the core lottery 
business. The future, it 
seems, is in applying tech- 
nology to traditional games, 
such as interactive televi- 
sion bingo and on-line ver- 
sions or casino pastimes like 
poker and keno. 
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A similar vindication came 
two weeks ago from Texas, 
which had put the contract 
to run its lottery, the second 
biggest In the US, out to ten- 
der after misgivings over the 
way It had been awarded. 
GTech, the Incumbent, 
refused to compete - but 
won anyway when rivals 
submitted higher bids. 


I n a mature domestic mar- 
ket, the company is now 
trying to turn that cost 
advantage into an even 
stronger weapon. The huge 
growth In revenues from 
state lotteries during the 
1980s has slowed to a crawl 
in the late 1990s. Largely as 
a result. William O'Connor, 
who took over as chairman 
on the resignation or Mr 
Snowden last month. 


announced plans test Friday 
to cut SOfl of GTeeh's 5,500 
jobs. 

Elsewhere in the world, 
though, the business of 
introducing technology to 
government lotteries, turn- 
ing them from paper-based 
to on-line games, is still in 
its infancy. At GTech. that 
should translate into overall 
annual revenue growth of 
between 7 per cent and 10 
per cent a year In the next 
few years, says David 
Anders, a gaming industry 
analyst at CS First Boston.’ 

The company is finally 
putting itself in a position to 
benefit from this growth, he 
adds. A switch to new man- 
agement. already in prog- 
ress, has been speeded up by 
the UK problems, with Mr 
Snowden and his long-time 


T here are signs, to be 
sure, that GTech is fac- 
ing some difficulties in 
its traditional business. Lot- 
tery officials in both Texas 
and the UK have pointed out 
recently that the company’s 
technology is not as modern 
as some rivals'. 

Late last week, the com- 
pany reported that it would 
take a charge against profits 
due to the costs of develop- 
ing a lottery for the state of 
Washington, much of it due 
to heavy software develop- 
itn'nt costs. And overseas, 
on-line lotteries do not 
always displace paper-based 
ones - as evidenced by a fail- 
ure in Bolivia, also disclosed 
on Friday. 

Further revelations of 
impropriety or the loss of its 
Contract in the UK could 
shake the new confidence in 
GTech. But Mr O'Connor 
may be in a strong position 
to reap the rewards from Mr 
Snowden's bequest. 
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COMPANIES & FINANCE: INTERNATIONAL 


(™ CA STOCKBROKERS JOIN FORCES 


SMK Coca-Cola gets bottlers into shape tor 


Gansmikig cote 


merger has 
local focus 


assault on eastern European markets 

New company brings together activities stretching from the Czech Republic to Belarus 


By Marie Ashiret 
ta Jotaamesfaiim 


BOB Securities, the South 
African stockbroker which 
tost year split from NatWest 
Markets of the UK, its inter- 
national partner, is merging 
with SMK Securities to cre- 
ate the country's, largest 
local stockbroker. 

RBC Dominion, the invest- 
ment banking arm of the 
Royal of Bank of Canada 
which is SMK’s international 
partner, will have a “sub- 
stantial minority stake" in 
the merged business. But the 
merged company, called 
BOB Securities, will develop 
its own international net- 
work. It will also operate 
ni n e branch offices through- 
out South Africa. 

The move follows Nat- 
West's decision last year to 
dispose of its international 
equities business. BOE Secu- 
rities exercised its first right 
to acquire NatWest ’s 50 per 
cent stake in the company, 
making it the first local 
stockbroker to part from its 
international partner. 

The UK bank took a 50 per 
cent interest in BOB Securi- 
ties, the stockbroking arm of 
the Board of Executors, a 
Cape Town-based invest- 
ment bank, in 1994. The deal 
pre-empted the deregulation 
of the Johannesburg Stock 


Exchange to allow local 
banks and foreign stockbro- 
kers to trade for their own 
account in the local bourse. 

Most South African stock- 
brokers sought alliances 
with foreign partners or 
local banks in 1994. But stiff 
competition for foreign cli- 
ents from global investment 
banks - including Deutsche 
Morgan Grenfell, SBC War- 
burg and ENG Barings - has 
prompted many local firms 
to revisit the deals. 

Ivor Jones Roy. DMG’s 
local partner, voluntarily 
sold its 50 per cent stake in 
its local equities business to 
its bank after two years. 
However, the local share- 
holders in Fleming Mar tin, 
in which Robert Fleming 
holds a 50 per cent stake, 
last week rejected an offer 
from the UK investment 
bank to take up the balance 
of the company. 

BOE Securities’ move fol- 
lows a strategic decision to 
compete primarily for local 
institutional business 
instead of seeking another 
global banking partner. 

Tom Boardman, chief 
executive of BOE Investment 
Bank, said the group would 
strengthen its representation 
in London and New York, 
and develop a specialised 
research unit to cater for pri- 
vate 


C oca-Cola of the US, the 
world’s largest soft 
drinks producer, is 
accelerating the consolida- 
tion of its European bottling 
operations, including for the 
first time most of its activi- 
ties in the fast-growing 
emerging markets of central 
and eastern Europe. 

The creation of a new com- 
pany, Coca-Cola Beverages, 
which it plans to list on the 
London Stock Exchange, will 
bring together activities 
stiretching from the Czech 
Republic to Belarus and 
from Poland to Bosnia. 

The operations in 10 mar- 
kets in the region - along 
with the Coca-Cola bottling 
activities in Austria and 
Switzerland - currently 
form the European division 
of Coca-Cola Amalfi, the 
Australian listed group, 
which is one of the key 
“anchor” bottlers. 

Coca-Cola Amatn was used 
as one of the main early 
vehicles to drive Coke's 
rapid expansion in eastern 
Europe following the col- 
lapse of cammonism at the 
beginning of the 1990s. But 
Coca-Cola has derided that 


the task of pushing for 
growth simultaneously in 
the emerging markets of 
both east Europe and Asia- 
Pacific is too onerous to be 
managed from Sydney. 

Neville Isdell, the execu- 
tive who has overseen much 
of this expansion as presi- 
dent of Coca-Cola’s Greater 
Europe group and who is 
now chief executive desig- 
nate of Coca-Cola Beverages, 
says that the development of 
the east European 
operations is now moving 
into a new phase “of build- 
ing consumer demand and 
whole market growth". 

The chosen solution is to 
demerge the European 
operations into the new com- 
pany. OCB, with- a target of 
flotation and listing in Lon- 
don in June, leaving Coca- 
Cola Amatil to concentrate 
on expansion in Asia Pacific. 

As part of the plan. Amatil 
is to acquire the Coca-Cola 
bottling operations in South 
Korea. In Europe. Coca-Cola 
Beverages will acquire the 
bottling operations in north 
and central Italy from Coca- 
Cola of the US for $979m in 
cash and CCB shares. 


Coca-Cola Amatil has a 
market capitalisation of 
about A$lQ.5bn (US$7 J&bn). 
Its European operations - 
comprising the 10 markets of 
central and east Europe, and 
Austria and Switzerland - 
had total sales last year of 
A$1.78bn, seme 37 per cent of 
Ama til's total turnover of 
A$4.8bn. The European 
operations made a trading 
profit of A$74.7m. 

The acquisition of the Ital- 
ian operations, where sales 
of Coca-Cola products grew 
by 12 per cent last year, will 
significantly e nha nce the 
size of CCB, which at the 
outset will have 15,000 
employees and annual turn- 
over of about $2bxu The 
demerger process is still at 
an early stage, but Coca-Cola 
is hoping to complete the flo- 
tation by mid-year. 

Coca-Cola, which holds 33 
per cent of Amatil, expects 
to hold a stake of about 50 
per cent In CCB once the 
new company has absorbed 
the Italian operations. 

The creation of CCB is the 
latest in a series of steps by 
Coca-Cola to consolidate its 
bottlers both in Europe and 


worldwide. These include: 

• Coca-Cola Enterprises. 
The US-listed company in 
which Coca-Cola holds a 44 
per cent stake, has acquired 
the Coca-Cola bottling 
operations in the UK (buying 
out Cadbury-Schweppes), 
Belgium, the Netherlands. 
Luxembourg and most of 
Prance. 

• The creation of Coca-Cola 
Nordic Beverages, owned 49 
per cent by Coca-Cola and 51 
per ceit by Carlsberg of Den- 
mark, as the bottler far Swe- 
den and Denmark and even- 
tually for other Nordic 
countries. 

• A fourth European 
anchor bottler, Coca-Cola 
Erfrischungsgetr&nke AG, 

(CCEAG), is being created in 
Germany with the eventual 
aim of being floated on the 
German stock market In 
1965 there were 96 bottlers. 
Now there are nine, includ- 
ing CCEAG with 4fi per cent 
of the country. “The plan is 
to go to one." says Mr IsdelL 
CCEAG is currently owned 
44 per cent by Coca-Cola. 

Mr Isdell says the new 
ownership structure of Coca- 
Cola Beverages will allow 
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the group to concentrate 
increased resources on 
investment in marketing 
assets, such as refrigerated 
vending machines, and the 
development of new sales 
channels in the emerging 
markets of east Europe, 
some of which are already 
reaching high per capita con- 
sumption figures. 

“We don’t look at markets 
as developed and undevel- 
oped in terms of gross 
domestic product but in per 


capita consumption," says 
Mr Isdell. “In these terms 
Italy at 95 [8oz bottles of 
Coca-Cola products per head 
of population] is still under- 
developed compared with 
Hungary at 153." 

They all have a long way 
to go, however, to match Ice- 
land - the world champion 
consumer of Coca-Cola prod- 
ucts, at 417 8oz bottles per 
head of population a year. 

Kevin Done 


NEWS DIGEST 


PETROCHEMICALS 

Sasol blames midway 
fair on lower oil prices 

Sasol. the South African producer of synthetic fuels and 
petrochemicals, yesterday blamed a 9 per cant foil in net 
profit in the half year to December 25, on tower world oil 
and petrochemical prices and reduced tariff protection for 
its oil-from-coiai products in the South African market. 

Turnover was steady at R7.92bn against R7B9bn. while 
pre-tax profit fell from R2.1 4bn to R1 .82bn ($368m) and 
net profit from R1.25bn to R1.l4bn. Earnings per share fen 
to 168.6 cents from 207.7 cents. Pieter Cox. chief execu- 
tive, described Sasoi’s performance as “robust" hi the cir- 
cumstances. Profits for the fun year would not match last 
year's record level, but earnings growth was expected to 
resume thereafter. ' 

Sasol's oil-from-cdal operations, protected as a strategic 
source of fuel since the era of apartheid anti economic 
sanctions, are vulnerable to any acceleration of plans to 
liberalise the domestic foal market 

The company is seeking to cut costs with new technol- 
ogy, improve margins by increasing the proportion of pet- 
rochemicals it produces relative to liquid fuels, and con- 
tinue its international expansion. Protection of Sasoi’s 
synthetic fuels is now based on a formula with a floor 
price of $17 a barrel of oil, compared to $18 In the previ- 
ous financial year, and the figure is set to fall to $16 in 
July 1999. Victor MaBet, Johannesburg 

UBS SECURITIES __ 

Asian service to be ended 

UBS Securities (East Asia), is to Stop providing a fun ser- 
vice in Asian equities to Ms clients by March 6 so it can be 
taken over by SBC Warburg Dillon Reed, in a fet ter to cl i- 
onts, the company said it would “terminate a substantial 
part of its Aslan equity operations" and said full details 
would be released on March 9. 

However the company said it would transfer to SBC afl 
its existing client data In order to ensure service levete are 
maintained. Clients have until March 5 to decade agafnst 
the transfer of their data. 

The letter to clients also said the company was seeking 
panrtssion to transfer residual cash balances and open 
potions, if any, to SBC Warburg DIDon Read. 

AP-DJ, Singapore 
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CITICORP i 


GLOBAL REAL ESTATE FINANCE 


£142,000,000 £128,100,000 

Asset-Backed Floating Rate Notes Asset-Backed Floating Rate Notes 


Parcs Limited 

24 Commercial Mortgages/ 
Office and Retail 
United Kingdom 

Citibank International PLC - 
Advisor and Lead Manager 


Mooncrest PLC 

Single Office Building 
London 


Citibank International PLC - 
Advisor and Lead Manager 


FRF 1,879,000,000 

Asset-Backed Floating Rate Notes 

Rock Funding PLC 

MuitHamily Properties 
France 


Citibank Internationa! PLC - 
Advisor and Sole Manager 


FRF 2,020,000,000 

Asset-backed Floating Rate Notes 


La Defense PLC 

Five Office Buildings 
Paris, France. 

Citibank International PLC - 
Advisor and Sole Manager 



US$658,500,000 

158 Fixed Rate Mortages 
Commercial Mortgage 
Pass Through Certificates 

Mortgage Capital 
Funding, Inc. 

1997-MCI 

Citibank, NA 
Co-Lead Manager 


US$250,000,000 

5-year Floating Rate Term Loan 

BRE/SWISS, LLC 

(An Affiliate of Blackstone Real Estate Advisors) 

A Portfolio of Four Swissotels 
New York, Chicago, Atlanta, Boston 

Citicorp Securities, Inc. - Sole Arranger 


US$100,000,000 

18-Month Floating 
Rate Term Loan 


US$50,200,000 

18.5-year Fixed Rate Loan 


Davidson Hotel Partners, LJR TA Warner Associates, L.P. 

A Portfolio of 14 Hotels in Eight States 427,000 sq. ft Office Building Complex 

Woodland Hills, CA 


Citicorp Securities, Inc. - Co-Arranger 


Citicorp Securities, Inc. - Sole Arranger 




©i997 finw NJL These announcetnems appear as a miner of record oily. Glkoip Securities, Inc. b a wholly-owned subsidiary of Citicorp and an affiEaie of Citibank. NA 
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NEWS DIGEST 


CHEMICALS 


DSM sees strong rise 
in 1998 first quarter 


DSM, the Dutch chemicals group, reported a rise in 
fall-year net profits to £1 87lm ((426m), up from FI 720m 
last year, on sales ahead 20 per cent from FI lQ.3bn to 
F112.4bn. 

The result was towards the bottom end of analysts' 
expectations but DSM said results for the first quarter of 
1998 would be strongly tip on a year ago because of stron- 
ger market conditions and a lower oil price. 

DSM last month agreed a merger with Gist-Brocades, the 
biochemicals and food group, to create a company with 
combined sales of about FI I5bn ($7bn). 

The company said the combined group would be one of 
the biggest suppliers to the pharmaceuticals and crop pro- 
tection industries. It is bidding FI 2.9bn in a cash and 
shares offer for Gist-Brocades. Roger Taylor, London 


CEMENT 


Italcementi in French move 


Italcementi, the Italian cement group, yesterday took 
direct majority control of Ciments Francais by acquiring 
for about L720bn ($402m) the stakes held in the French 
cement manufacturer by Paribas. The deal will increase 
Italcementi's stake in the French company from 40 per 
cent to 64 per cent. Mediobanca, the Milan banking group, 
also owns a 15 per cent stake in Ciments Francais. Hie 
remaining shares are in the market. 

The sale of the stake brings to an end a long and trou- 
bled history of investment by Paribas in Ciments Fran pais. 
It indirectly bought a minority stake in 1972, took control 
with 86 per cent in 1991, and sold the majority in 1992 to 
Italcementi, 

However, an audit by Italcementi subsequently revealed 
inflated accounts and a number of concealed acquisitions 
by Ciments Francais that led Paribas to reduce the sale 
price. Legal Investigations into the transactions are still 
under way. Paul Betts, Milan and Andrew Jack, Paris 


BROADCASTING 


Brussels set to clear TPS 


The European Commission said it planned to dear French 
digital television platform Television Par Satellite (TPS), 
owned by French holding group Suez-Lyonnaise des Eaux. 
and TV company M6 Nuxnerique. among others. 

The European Union's competition watchdog said it 
would allow TPS to be the sole digital platform to distrib- 
ute French popular TV channels TF1, France 2. France 3 
and M6 - but for three years only, with the possibility of 
an extension if justified. 

The Commission's positive stance on TPS contrasts with 
a tough approach regarding similar plans in Germany and 
Britain to launch digital television. Reuters, Brussels 


TELEFONAKT1EBOLAGET LM ERICSSON (publ) 
NOTICE OF ANNUAL GENERAL MEETING 


The Amaral General Meeting of the Company will he held u the Vktoru Ball, The 
Stockholm Fair, at 5SU pm on Monday. March 30, 1 W8. 

Notice of attendance 


Shareholder* who would Hke to mend the Annual General Meeting «h*D give ounce 
hereof to the Board of Otronon, Tctefankucbolage* LM Ericnm, Corporate Legal 
Affaire. S-12* 23 Stockholm, or by Tel no. *46 I0« 719 3444 altcnnnrdy 719 445B. or 
by facihnile no. -M8 iin> 719 9527 betwera IP. in am and 4.00 pm not brer than on 
March 15, 1999. 


In order to ftalnne dbe legremhm ai be Meeting, power* of ammiey. cenificwcs of 
icghtntloo and other document of authority rtould be lent to the company at the 
addrcrei above aoa* to be available by Friday. Man* 27. 1998. 

MhbM 

Only chose shareholder* who hare been aimed ki the nrere u lpt h m of the iharc register 
of March 20. 1990. kept by Vaerdcpappenceittnieii VFC AB (Swedish Scamiiej 
Register Centre) are entitled to participate In the Meeting upon nance of sttondwree. 
StardwMoi. wbo abates are regirrercd fat tire name of a nominee, most temporarily be 
emend into tire stare regbrer In order to be erdhJed rtt participate in the Meeting. The 
shareholder Is requested lo Inform the nominee In due time before Friday. March 20. 
1998. when read] n^tatratkm must have been made, 
hems 


The Mowing hen* will be an the Agenda of tire meeting: 

1. tents dial according to tire Swedish Companies ; Act and die Article* of Anodadon 
■hall be doth with al an raoal pcncral mcetng. le re elect the chairman of the 
Maetrng, (citing up and approval of tte list of utters, re decs two perms spprovtng 
the ntinutn. in consider whether the Meeting has been properly announced, to 
present the Annual Report, the Auditor*' Report, dr Consolidated Accmbb and the 
Audhsn' Report on tire ComotidaKd Accounts for 1997. to ipprcnc tire Profit and 
Loss Statement and tire Balance Sheet re approve the Consolidated Profit and Lot* 
Statement and the ConaoJidlucd Balance Sheet ter the Group, to dfadtarje the 
members of the Board of Directors and the Managing Director from lisbftiiy. to 
determine the appropriation of the profits In accordance with the approved balance 
■beet, to lit the resold day ter payment of die dividend declared, to deter min e tire 
number of rnoTtben and dejatty members of titc Bored of Direaor* and the number 
of Awfiwn and dejnny Audited, to drtamme the remuneration payable to tire Brunt 
of Dtrocun and re tire Auditor*. to elect member* erf the Board of Director* and 
deputy in anli c n and Audfaai* and deputy Audrma. 

2. The Bored or Director*' propcaal re change the Article of Annotation c h aag re g the 
limit* of tire ffiare capital from minimum 1 .000.000.000 kronor and maximum 
4.000.000.000 kronor to minimum 2.000.000.000 kronor and maximum 
WWUOOO.OW) kroner IS 4) 


Tte Board of Director*’ proposal to tncre re c the abare capital by a bonus tame, 
whereby the ri is rchoUcr* of the Company will receive one new A ritare ter each old 
dtare of actios A and one new B dene ter eacb old share of s e ri es B. 


May 27. iwa bi proposed as record day for the bonus issue, 
hi relation to ibe ctoaton of the Board of Dtrcaori a group «rf owner* or A vtdB shares 
who joindy lepiescnt more titan 50% of tire total number' of votes of the Company has 
reported that they intend Vo vote for (be foOowteg proposal' 

• Reflection of the number* of die Mean. Board Bo Bcrggmi. Tom Hedelius. 
S raker Martin -Lof, Lm-Enc PCtenaoa Lars Ramqviu. Clas ReiitankitMd. Peter 
SuthcrUnd. Marcus Wallenberg and Sven Agrvp. Plena note Out Mr BjOm 
Srodbog has declined re-ckctton. 

• Ejection of Mr S*eiiChnner Niliaoa is new member of tire Board of Dnecton. 

• Re-cteawn of die Auditor* Messrs. Csri-Eiv Bohr®. Otaf Heroir and Tomas Thiel 
and the deputy Auditor* Lan EUuwL Bo Hjnlnamtou sad Sudan HatawrOm. 

Dividend 


The Board of Dnrnon will proposed a dividend of J JO kronor par share and April 2, 
1998, re Ibe record day ter payroeo of dividearta. Provided Otis proposal Is approved, the 
dividend is ex p ected to be dispatched by Vaerdepsppencermicn VFC AB on April 9, 
1998. 


March 1998 

The Bond of Director* 


Canovanas, Puerto Rico 


A state of the arit tumhsM raaqr-to-go, 
100*000 sq. ft CGMP Btaphazmaceutical tacBtty. 


features: 


Sterile parenteral manufacturing and packaging 

Expertly maintained by critical core staff for 

immediate start-up capability 

ideally situated near major highways and the 

San Juan International Airport 

3j 95 acre site can be immediately expanded 

Fully furnished microbiology, chemistry and 

water-testing laboratories 

1 1 ,200 sq. ft of high quality office space 

Attractive government incentives available 

KEITH MACHINERY CORP 


34 Gear Aacnue 
Lindenhurst, NY 11757 
516-957-1200 • Fait 516-957-9264 
Ehdu 3: sjles@Jii?ith roach intry.com 
http J/wtl uithttuchlrwrv.com 


B1NSWANGER 


230 5. Tryon Street, Suite 1200, 
Charlotte, NC 28202 
704-377-0801 - fee 704-377-9046 
E-mail: info@HnswangerXotn 
160 Office* Worldwide 


hap'J/www.cbbt.com 


CHESTERTON 

BLUMENAUER 

BINSWANGER 


DEAL VALUED AT L700bn GIVES ITALIAN TELECOMS AND IT GROUP 18.6% STAKE IN US COMPANY 


Olivetti sells Olsy subsidiary to Wang 


By Paul Betts in Milan 


Olivetti. the Italian 
telecommunications and 
Information technology 
group, yesterday completed 
another important stage in 
its recovery strategy by sell- 
ing its Olsy IT solutions and 
services subsidiary to Wang 
Laboratories in exchange for 
an 18.6 per cent stake in the 
US company. 

The L700bn ($39 lm) trans- 
action follows the Italian 
company’s strategic partner- 


ship with Mannesman!! of 
Germany in the telecommu- 
nications business, and the 
sale of its lossmaking per- 
sonal computer activities. 

Olivetti is understood to 
be in advanced negotiations 
to find a commercial partner 
for its Lexikon office equip- 
ment subsidiary, Its fourth 
area of business. The most 
likely candidate appears to 
he Xerox of the US. 

Under the terms of yester- 
day’s agreement. Olsy will 
be merged with Wang creat- 


ing the fourth largest pro- 
vider of network solutions 
and desktop IT services, 
with annual sales of more 
than $3.6bn and more than 
20,000 employees. 

The combined business 
will be called Wang Global 
but will operate in Italy. 
Japan and Brazil under the 
name of Olivetti Wang 
Global. It will be the largest 
group in its field alter EDS, 
IBM and Hewlett-Packard. 

Wang will manage the 
merged business while Oli- 


vetti will become Wang's 
largest single shareholder, 
followed by Microsoft with 
an 8 per cent stake after Its 
existing 10 per cent stake is 
diluted as a result of the Oli- 
vetti transaction. 

Olivetti will have two 
seats on the Wang board. 

Wang Is acquiring Olsy, a 
business with L4.200bn 
annual sales accounting for 
more than 60 per cent of 
Olivetti’s overall con- 
solidated group revenues, in 
exchange for Wang shares, 


stock appreciation rights, 
a cash payment of L123bn. 
and an additional LlOObn 
payable in two years subject 
to Wang Global exceeding 
certain growth targets. 

The deal, under negotia- 
tion for more than a year, 
sent Olivetti shares 9 per 
cent higher in Milan yester- 
day. The shares have been 
rising steadily during the 
past six months in response 
to the recovery strategy 
orchestrated by Roberto 
Colaninno, chief executive. 


Joseph Tucri, Wang chair- 
man and chief executive, 
said the combination made a 
good St, expanding Wang's 
presence in Europe and Asia 
while reinforcing Olsy In the 
US. He said Wang, which 
trades on the Nasdaq 
exchange, was considering a 
I jcring in Europe. 

Mr Colaninno confirmed 
Olivetti would report a con- 
solidated net profit for 1997 
after losing L9l5bn hi 1996. 


See Obsvm 


Rabobank considers 
change of culture 


I gr; 


The Dutch co-operative bank has its sights set on alliances 


R abobank, the Dutch 
co-operative bank, 
has Indicated that its 
AAA credit rating, the envy 
of competitors, is not sacro- 
sanct as it contemplates its 
response to an expected 
wave of consolidation in 
Europe's financial services 
industry. 

Far from joining a rush to 
demutualisation, Rabo has 
restated its commitment to a 
co-operative ownership 
structure and has actually 
relaxed rules to attract more 
members. 

But something is stirring 
at the century-old Utrecht 
group, which is due tomor- 
row to report healthy results 
for 1997. Rabo has its eyes on 
alliances, in Europe with 
potential partners such as 
Belgium's Kredietbank, and 
as far afield as Japan. And 
while other banks retrench 
in investment banking, it 
has expansion plans. 

Rabo is ready to use its 
muscle - some FI 420bn 
($205bn) In assets, more than 
F120bn equity, and F13.4bn 
reserves - to make a bigger 
mark. The unique AAA rat- 
ing from the four main 
credit agencies, helped by its 
10.2 per cent Tier-one capital 
ratio, sets it apart. 

“A lot of financial institu- 
tions knock on our door,” 
Henk Visser, director with 
responsibility for interna- 
tional operations, said in an 
interview. 

M A lot of central banks 
place very large deposits 
with Rabo. Sometimes we 


have to ask them to scale it 
down a bit.” 

He added, however “Strat- 
egy for the future is more 
important than maintaining 
the AAA rating." 

T hinkin g the previously 
unthinkable reflects the 
accelerating pace of change 
in Europe. The Union Bank 
of Switzerland-Swiss Bank 
Corporation merger move 
set a new benchmark. “It 
came earlier than a lot of us 
expected,” said Mr Visser. 

In the Dutch h anking mar - 
ket Rabobank ranks behind 
only ABN Amro, and ahead 
of 1NG. It has a quarter of 
the country’s home mort- 
gage business and nearly 40 
per cent of savings deposits. 
That is a share which it 
needs to defend but cannot 
hope much to expand, in 
what is a competitive as well 
as mature sector. 

So Rabo is looking across 
the border to Belgium, 
where banking is undergo- 
ing a shake-out. With ZNG 
absorbing Banque Bruxelles 
Lambert and Fortis in talks 
with Gdngrale de Banque, 
Rabobank envisages a tie-up 
with Kredietbank. 

Mr Visser applauds a 
planned merger between 
that institution and the 
co-operative Cera, which 
would strengthen its Flem- 
ish customer base and chal- 
lenge G€n&ale for top place. 

Japan’s troubled banking 
sector also created potential 
opportunities. Of that coun- 
try's agricultural co-opera- 
tive banks, Mr Visser said: 


“They can’t be strong in 
everything. Some will scale 
down their international 
operations." Last week Rabo 
was also granted a bank 
licence for Shanghai. 

Apart from the Nether- 
lands, where it provides 
nearly 90 per cent of agricul- 
tural loans, it does not 
engage in primary lending to 
farmers except in Austral- 
asia. It is the only foreign 
bank with an office in 
Wagga Wagga “and there is 
every chance that we'll 
remain so”. 

True to its farming roots, 
Rabo is the only bank spe- 
cialising in global research 
in agribusiness sectors. It 
intends to expand in US 
M&A advisory, in health 
care as well as agribusiness, 
and in equities underwriting 
and trading. 
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Schickedanz to take 
30% stake in Karstadt 


By Graham Bowtey ki Frankfurt 


Schickedanz. the German 
retailer, plans to take a con- 
trolling stake in Karstadt, 
Germany's biggest depart- 
ment store group, in a 
DMl.75bn ($964m) deal sig- 
nalling fresh consolidation 
in the country's depressed 
retail sector. 

Schickedanz, which owns 
Quelle, Germany’s largest 
mail-order group, said It bad 
agreed to buy the 30 per cent 
Karstadt stake owned by the 
Hertie Foundation. The 
acquisition will add to the 
20.3 per cent share in Kar- 
stadt Schickedanz bought 
from Commerzbank and 
Deutsche Bank last year. 

“This is a further step 
towards streamlining their 
operations to survive in 
cut-throat competition in 
Germany.” said JQrgen 
Elfers, retail analyst at Deut- 
sche Bank in Frankfurt. 


Schickedanz wanted to 
buy the additional stake in 
Karstadt so it could merge 
the two group's retail 
operations to cut costs. Ger- 
many's retail Industry is 
going through a period of 
slow growth, caused by 
weak consumer demand 
the highest unemployment 
since the second world war. 

Karstadt in January 
reported a l.l per cent drop 
in sales last year, adding to 
the gloom surrounding the 
sector. Metro, Germany's 
biggest retailer, reported dis- 
appointing profits last year 
and forecast difficult condi- 
tions would lead to a shake- 
out in retailing. 

After Quelle, Karstadt 
owns Germany's third big- 
gest mail-order operations. 
Together, the two groups 
will have a total sales of 
DM40bn and a market share 
of around 25 per cent of Ger- 
many's mail-order retail 


market, the biggest in 
Europe. 

“The planned cooperation 
of Schickedanz and Karstadt 
will extend into areas such 
as purchasing, logistics, new 
media and financial services 
as well as the opening up of 
new markets in Germany 
and abroad,” Schickedanz 
said. 

Analysts said the retailer 
could use its extended mail 
order network to break into 
new markets such as those 
in eastern Europe without 
building costly retail outlets. 

“German retailers want to 
build up distribution power 
outside Germany, and mail 
order could be a relatively 
easy way of doing this, 1 ’ said 
Mr Elfers. 

No figure for the planned I 
purchase was given, but ana- 
lysts estimated the 30 per 
cent stake would cost 
Schickedanz about 
□Mi.75bn. 


Vundla 

R1.8bn 


leads group in 
Foodcorp bid 


By Victor MaHet 
h Johannesburg 


Peter Vundla, the South 
African entrepreneur who 
once said he had “no prob- 
lem with black fat cats”, is 
leading a R1.81bn ($3 66m) 
offer to buy Foodcorp. the 
listed food processing con- 
glomerate. It is likely to be 
one of the country's largest 
“black empowerment” deals. 

Mr Vundla's unlisted 
Pamodzi Investment Hold- 
ings is heading a consortium 
which also includes the exec- 
utive directors and manag- 
ers of Foodcorp and 
FirstCorp Capital Investors, 
part of the First National 
Bank group. 

Foodcorp has agreed to 
delist and liquidate itself 
once it has sold its business 
to the consortium for cash. 

S anlam , the mutual life 
assurer which is the largest 
shareholder in Foodcorp 
with 3L2S per cent, is sup- 


porting the deal in line with 
its intention to focus on 
financial services. The group 
has also been a pioneer in 
selling previously white- 
owned businesses to black 
South Africans. 

Some black empowerment 
deals have been priced at a 
discount to market value, 
but the consortium led by 
Pamodzi is offering R33 a 
share for Foodcorp, a £1 per 
cent premium to the price 
before news of a possible 
deal was released in Febru- 


ary. 

Mr Vundla, who also 
heads the black-controlled 
Herdbuoys advertising 
agency and is a director of 
Foodcorp, said the consor- 
tium had negotiated “what 1 
believe will be the bench- 
mark for future black 
empowerment deals”. 

The process erf empower- 
ment has been given a bad 
name by the troubles at JCl, 
the mining group hived off 


by the Anglo American con- 
glomerate. 

JCI's share price fell 
sharply as the gold price col- 
lapsed while arguments over 
corporate governance that 
led to the resignation of Mzi 
Kbumalo, the chairman, sent 
the board into turmoil. 

In other deals, there have 
been complaints that black 
company directors are often 
“token” figures. 

Mr Vundla has outlined a 
vigorously capitalist strategy 
for Pamodzi to give the 
group three main arms: food, 
healthcare and information 
technology, 

a T am accused of pursuing 
self-enrichment. That's fine,” 
he said last year. “T have no 
problem with black fat cats” 

Full details of the deal 
were not immediately avail- | 
able, but Pamodzi Is expec- 
ted to end up with 50-1 per 
cent of Foodcorp. Foodcorp 
shareholders will vote on the 
deal before the end of April. 


Henk Visser: strategy more important than AAA rating 


S tandard & Poor's, the 
rating agency, in its 
latest review of the 
bank expressed confidence 
that the expansion strategy 
“is being undertaken in a 
controlled manner and will 
not lead to a deterioration in 
its risk profile”. 

It noted: “Rabobank’s 
underwriting standards are 
sound. A substantial per- 
centage of commercial lend- 
ing is done on a short-term 
basis and most of it is 
secured, often by real estate, 
at conservative loan- to- value 
levels." 

The phased acquisition of 
Robeco, the Rotterdam fund 
management group, brought 


little credit or market risk, 
the agency said. Nor did it 
gulp at a derivatives book of 
FI lJ!34bn held off-balance 
sheet, and where the credit 
exposure of Fl23.6bn by last 
June represented a 67 per 
cent increase from the previ- 
ous year. Its entry into these 
businesses had been “incre- 
mental and targeted at exist- 
ing customers”. S&P said. 

Institutions with invest- 
ment banking ambitions can 
choose to buy or build. "We 
have the equity to buy,” Mr 
Visser said. “But building 
does have the advantage 
that you can select the 
people and you don’t have to 
pay for goodwill The disad- 
vantage sometimes Is that it 
takes a bit longer.” 


But it has been willing to 
seek appropriate acquisi- 
tions. In 1986 Rabo wooed 
Greenwich Capital, the US- 
based fixed income operation 
then owned by Long-Term 
Credit Bank of Japan, but 
was outbid by the UK's 
National Westminster Bank. 


This can be seen as evi- 
dence that, whatever its 
ambitions, Rabobank will be 
true to its heritage of cau- 
tion and thrift. 


“We believe in changing 
step by step.” Mr Visser said. 
“Since we don't have the 
pressure of analysts, we can 
afford it” 


Clay Harris 
and Gordon Cramb 


Pakhoed and 
Van Ommeren 


agree merger 


By Gordon Cramb bi Amsterdam 


Pakhoed and Van Ommeren 
yesterday unveiled a merger 
intended to create the 
world's biggest supplier of 
bulk storage and distribu- 
tion facilities for the petro- 
leum and chemical indus- 
tries. 

The group, provisionally 
called Vopak, will dominate 
tank storage at Rotterdam, 
the busiest port worldwide. 
It will be larger than GATX 
of the US, the other main 
company in the sector. 

Van Ommeren, smaller of 
the two Dutch companies, 
had repeatedly ruled out a 
tie-up. arguing that custom- 
ers would be unhappy at 
such a concentration. But 
the companies argued yes- 
terday that the oil and chem- 
icals industries were not 
only globalising but were dif- 
ferentiating into production 
and marketing functions. 

Acknowledging that the 
merger would free scrutiny 
by the European Commis- 
sion, they said: “The com- 
bined tank storage position 
In the Rotterdam/Antwerp 
region may have to be 
reduced In the interest of 
market efficiency." 

The two began limited 
co-operation in 1996 with a 
joint tank terminal at Zhu- 
hai In China., Vopak was the 


name given to that venture. 

Pakhoed shareholders will 
own 62.6 per cent of the new 
company through a one-for- 
one exchange. Those of Van 
Ommeren receive the 
remainder on the basis of 
1-22 Vopak shares for every 
one held. The swap will take 
place after payment of 1997 
dividends. 

The combined group bad 
pro forma revenues for last 
year of FI 7.1bn <$3.47bnj and 
net profits of FI 604m. A 
FI 100m provision is to be 
made to cover merger costs, 
though the companies Indi- 
cated that this would be 
recouped over two years. 
They added that the deal 
would be positive for earn- 
ings per share. 

Vopak, which aimed at a 
16 per cent average return 
on capital employed, would 
be able Internally to finance 
investments of up to FI 2bn. 
It is to expand tank storage 
operations, particularly in , 
emerging markets, with the 
target of doubling turnover ! 
within five years, and will 
employ some 9.000. with just 
150 jobs shed. 

The companies also 
announced results for last 
year. Pakhoed had attribut- 
able profits of FI 191 m. up 
from FI 76m. At Van 
Ommeren, earnings were 
FI 140m against FI 94.4m. 


Allianz 

seeks 

DM3bn 


capital 


increase 


By Graham Bowtey 


Allianz. Germany's largest 
insurance company, yester- 
day unveiled plans for a 
DM3bn ($l-7bn) capital 
increase, the latest step in 
the financing of its takeover 
of AGF. the French insur- 
ance group. 

The Munich-based insurer 
had signalled that a capital 
increase would play a part in 
its DM9bn acquisition of 51 
per cent of AGF, but it had 
not given details of its plans. 

As the first part of the cap- 
ital increase, Allianz said it 
intended this month to raise 
DMi.5bn by issuing shares 
with subscription rights for 
existing shareholders. 

A second DMl.5bn capital 
increase without subscrip- 
tion rights for existing 
shareholders would be 
launched after that, accord- 
ing to market conditions. 
Allianz said in a statement 
As part of the first rights 
issue, shareholders would be 
offered stock at a ratio of 34 
gristing shares for one new 
share. 

The price for these shares, 
which would qualify for divi- 
dends from January this 
year, would be DM220 for 
each DM5 nominal share, 
which Allianz said was 62 
per cent below yesterday's 
share price. The rights issue 
would raise the company's 
capital stock by a nominal 
DM35m. 

Allianz said the terms and 
conditions of the second 
tranche of the capital 
increase would be deter- 
mined at a later date. 

The plans for the capital 
increase follow Allianz's 
move in January to launch a 
DM2bn convertible bond 
issue. The proceeds from the 
issue will go towards the 
AGF take-over. 

At the time of the bond 
issue. Allianz said it 
intended to raise DM5 bn in a 
series of equity issues and 
about DM3bn in bond issues 
to help pay the DM9bn take- 
over charge. But the com- 
pany yesterday would give 
no further details of the 
insurer's next fund-raising 
plans. 

The takeover of AGF by 
Allianz ended a bidding bat- 
tle which began In October 
last year with a $9.08hn hos- 
tile bid for Generali of Italy. 
The delay in approving that 
bid gave Allianz and AGF 
time to negotiate an alterna- 
tive friendly takeover. 

Under the terms of the 
deal, Allianz agreed to take 
control of AGF while ceding 
to Generali its and AGF's 
stakes in AMB of Germany. 

It was also agreed that Gen- 
erali would acquire two of 
AGF's French insurance sub- 
sidiaries. 

The announcement of the 
capital increase yesterday 
came after the close of trad- 
ing in Frankfurt. Allianz 
shares yesterday dosed up 
DM22 at DM587, after reach- 
ing an earlier high for the 
day of DM590.90. 

Last month Allianz said 
net income had risen 16 per 
cent last year to DM2-6bu, 
and forecast a further rise in 
earnings for 199a. 



Banco Comeicdal PortuguBs 


BANCO COMERCIAL PORTUGUES, S.A. 

General Annual Meeting of Shareholders 

NOTICE 

It u hereby rectified the following puuge of Ac all notice for the gcnml mxmg of sharehofcte of a**® commbl 
Ponugvt*. SA.. a public company ng uteied under number 40 043 in the Op*w Rcfiocr of Commerce, with mriarrcd 
office m Rn. Wte Dinta, 705-719.* Oporto, with Ac paid up capital stock of PTE I *>.Of*US 1 .OOO^cbSl^S 
muuke of OMipasktat, anS3.02.9fl in the Financial Times, which relates the point 6 of the agenda: 
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Bock 


_ the karee claim 

In 1990 Western Platinum, a Lonrho subsidiary, acquired 
the Karee platinum mine from Implats, a subsidiary of 
Gencor. As a result of an intrusion at the mine which was not 
disclosed at the time of the purchase. Western Platinum 
• decided to make a substantial claim against Implats for breach 
of warranty. The original claim was estimated at 203 million 
South African Rand and subsequently increased by Lonrho to 
356 million Rand (now about £44 million). This is only 
£4 million less than the whole of Lonrho's consolidated probt 
after tax (before exceptional items) in the 1997 accounts. 




DIETER BOCK SURRENDERED TOR NOTHING A 
■ nuoun (wnup CLAIM FOR £44 MILLION 


Why the silence fro 

Lxt^aXo erCAs*~-i 

You should have been told: 

■ That on 6th November 1996 (after announcing that he was to retire 
as* chief 'executive a week later and that he had sold his Lonrho 
*? , Rork wrote to Gencor's chief executive, Brian 

GilbertsorJ 1 agreeing that Lonrho's claim over die Karee platinum 

mine would not proceed- , . 

in QoiTib Africa had advised that the claim, 

“ SclTw^hiSeased to 356 million Band ie about £44 million, had 
a good chance of directors of Lonrho and Lonrho 

- ^^“^E ha^reSS been party to a Board 

SlfTinSute proceedings against Implats, the Gencor 

subsidiary ' Jegal action in South Africa to enforce 

■ {jjEE waivwof our claim- Hie hearing was held m February 

1997 and ^dS m ®| t reso i u tion not to pursue the 

■ ^ B d SS^i»^ b y M - B “ t " dMrGiIb " B “ < “ 

12th October 1996. drcular of 31st October 1996. 

■ Shareholders were imse y which was th e only 

The Circular Lonrho Group at that time, but 

significant litigation . 1 8^ d by m,. Bo ck more than two 

made no reference to f daim ^ Each director of Lonrho 

weeks earlier or ^^^^jbyity f or the information in that circular: 
accepted peso sir Joh ii Leahy replied to my 

■ At the AGMtoMarc fceen reached in lonrho's claim 

question, asking -• » cfr lohn said nothing about Mr Bock s 

J3-NS3JKS-— 


■ Rather, Sir John led shareholders to believe that Lonrho had started 
proceedings against Implats and that these were progressing 
normally. Sir John said nothing to correct the misleading account m 
the earlier circular. 

The Board must now tell us file true position by answering these 

questions: b 

■ Did Mr Bock consult any of his co-directors before taking the 
decision on 12th October 1996 to abandon the claim? 

■ Which directors of Lonrho Pic (other than Mr Bock himself) were 
aware of toe steps taken by Mr Bock when they issued toe circular 
of 31st October 1996? 

■ Has the Board, which has had more than a year to investigate 
Mr Bock's action, established the true reason for Mr Bock agreeing 
to abandon this valuable claim? 

■ What action has been taken to enable the Lonrho Group to recover 
from Mr Bock the substantial loss which the group will have 
suffered if the Karee claim cannot be pursued as a result of 
Mr Bock's actions? 

Shareholders need a full explanation before they decide how to vote at 

the forthcoming general meetings. 1 propose to take whatever legal 

means are available in the interests of shareholders to obtain redress for 

what has happened- 

Yours sincerely 


R. W. Rowland 
3 March 1998 

►For South African shareholders who are interested, the extensive papers filed by the parties are 
available for inspection at the Supreme Court of South Africa Witwatersrand Local Division In the 
litigation Impala Platinum Holdings limited is the first applicant and Curtainz Limited is the first 
respondent (easy to miss if you are looking for litigation involving Lonrho or Western Platinum!). 
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BTR makes £2.2bn sale to Owens-Illinois 


By Andrew Edgecttffe-Jahnson 

BTR yesterday confirmed 
the &2bn (S3.67bn) safe of 
its glass and plastic bottling 
business to Owens- Illinois of 
the US, hailing it as a mile- 
stone in its strategy to trans- 
form itself from a conglomer- 
ate to a focused engineering 
group. 

News that the better-than- 
expected sale price would 
allow BTR to hand back 
£3bn to shareholders helped 
its shares rise 2S*ip to 187p. 


Investors, whose shares have 
lagged the London market 
by 70 per cent since 1993. 
welcomed the sale of the 
largest of the businesses put 
up for disposal by BTR last 
September. 

They cautioned, however 
that BTR’s remaining divi- 
sions still face pressure from 
the strong pound and turbu- 
lent Asian markets. BTR will 
report full-year results on 
Thursday, having issued its 
fifth profit warning In three 
years last December. 


Owens-Illinois, which is 
part-owned by Kohlberg Kra- 
vis Roberts, the US financial 
buy-out group, will pay BTR 
AS3bn ($1.9bn) and $1.6bn in 
cash regardless of whether it 
is forced to dispose of some 
UK assets. 

The UK glass bottling 
operations of BTR and 
Owens-Illinois - United 
Glass and Rockware - each 
have about 30 per cent of the 
UK market. 

Owens-Illinois said it 
hoped European Union regu- 


lators would accept Its argu- 
ment that glass bottles 
should be treated as part of a 
larger “rigid container" mar- 
ket including glass, plastic 
and metal 

Forced disposals in the UK 
would still give Owens-Illin- 
ois its first real presence in 
Australasia, with Australia’s 
only glass bottler, it said. 

The businesses being sold 
made £250m profit before 
interest in 1996, on sales of 
£lbn. and had net operating 
assets of £l.2bn. BTR. which 


wjB register a profit of about 
£100m after goodwill from 
the disposal, said tbe tax bill 
for the transaction would be 
"significantly less than 
noonL" 

Elsworth Shriver. Qwens- 
Ulinois's director of corpo- 
rate planning, said: "We 
have added businesses with 
higher margins than we 
have at a multiple below our 
trading multiple." 

The purchase price repre- 
sented seven times the BTR 
businesses' earnings before 


interest, tax. depreciation 
and amortisation, he said, 
compared to Owens-Illinois 
trading multiple of eight 
times. The group expects the 
sale to benefit its earnings 
from 1999. 

BTR considered a flotation 
instead qE the sale, but 
feared that it could have 
resulted in litigation with 
Owens-Illinois, which 
licences its technology’ to the 
BTR businesses. 

See Lex 


Inchcape attempts to revive past glories 


The reorganisation has received a cautious 
welcome, writes Roger Taylor 


I nchcape yesterday 
announced what it 
described as the “biggest 
reorganisation in the compa- 
ny’s history". Philip Cush- 
ing, chief executive, indi- 
cated that plans to split the 
company into three parts 
could lift the value of the 
combined entity by as much 
as 40 per cent. 

But investors gave a more 
cautious welcome. The 
shares rose 12 per cent, by 
23p to 212p. 

The difference Is one of 
perception. The company 
says its current structure is 
too complicated and this pre- 
vents investors from under- 
standing its true value. 
Repackaged as three sepa- 
rate businesses the attrac- 
tions of each will become 
properly appreciated, it says. 

The worry for Investors 
however, is that the new 
packaging could prove as 
unattractive as the old. 

The company is splitting 
into a South American bot- 
tling business based and 
quoted in Chile; an Asian 
and Middle Eastern trading 


company, to be quoted on an 
appropriate Asian exchange; 
and a global car distribution 
business, which will be 
quoted in London. 

The .remaining operations 
- a Russian Coca-Cola bot- 
tling business with four 
plants, an office machines 
joint venture and a shipping 
division - will be sold. 

The motor distribution 
business Is the biggest part 
accounting for £4-8bn ($8bn) 
of the £5.9bn turnover last 
year, and operating profits of 
£147m out of a group total of 
£l86m. The marketing divi- 
sion comes next, but saw 
sales fall last year to £L3ba 
because of restructuring. 
Bottling is relatively small 
with sales of just £251 m, but 
it is growing fast. Last year 
its profit contribution rose 
from £&2m to £13.1m. 

The break-up is the biggest 
upheaval in the 150 year his- 
tory of Inchcape. which was 
founded as Maddnnon. Mac- 
kenzie in Calcutta before 
passing into the hands of 
James Mackay. the 1st Earl 
of Inchcape. who then built 


it into one of the largest 
trading companies across 
the British empire. 

Inchcape's growth was 
aided by successive wars. 
But the International expan- 
sion brought it a bewildering 
array of businesses, from 
insurance broking and car 
distribution to a vast range 
of marketing franchises in 
Asia and the Middle East 

The last decade has seen a 
decline and scaling-back 
through a series of divest- 
ments. In 1995 the company 
dropped out of the FTSE 100 
index and in 1996 Mr Cush- 
ing took over as chief execu- 
tive saying he would carry 
out further rationalisation. 

Successive attempts to 
restructure have failed to 
revive its shares, which have 
underperformed the FTSE 
All-Share Index by 85 per 
cent over the past five years. 

Last year Mr Cushing sold 
Bain Hogg, its insurance bro- 
kerage, and its testing divi- 
sion. and restructured the 
Asian operations. Yesterday, 
after a sharp recovery from 
a low of 136 V-P, the shares 
stood at 11.5 times earnings 
for 1997. Mr Cushing says 
this undervalues many of 


the operations and points to 
other bottling companies in 
Latin America valued at 25 
times earnings. 

Analysts agree that the 
sum of the parts is, in the 
right hands, worth more 
than Inchcape. They calcu- 
late a break up value of 
about £i.4bn-£1.5bn or 260p- 
280p a share, against £ibn 
before the announcement. 
However, the demerger will 
involve giving its investors 
Chilean shares in a bottling 
company and Asian shares 
in a marketing company 
which they may well decide 
they do not want to hold. 

Analysts were confident 
that the shares will move 
higher, but not until each 
step in the break-up is com- 
pleted successfully. 

The company has said that 
it will do everything to 
ensure investors who want 
to sell their Chilean paper 
can do so. 

The demerger of the Asian 
trading businesses is not 
expected until the middle of 
1999. It will be a long time 
before shareholders are able 
to judge how much value Mr 
Cushing's fragmentation 
strategy has created. 
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5.42 

(115) 

0204 

(0267 ) 

626t 

(5-01 ) 

02 

Apr 30 

■ - 

1 

• 


6 mths to 0ct31 

1.46 

1274 ) 

0-092L 

ti-0614) 

0U3Lt 

(25L) 

- 

- 

- 

- 

- 


— Yr to Dec 31 * 

922 

(92.4) 

14.6 

01 -8) 

38.1 It 

130.88 ) 

102 

Apr 16 

82 

15.5 

13.3 
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Wchartor London 16 mtoa to Dec 31* 

449.46 

(273.17) 

0.091 

t0-41 ) 

121 

(5.47 ) 

- 

. 

- 

- 

- 

Pennine Ahn ¥CT Yr to Jan 31 

134.3 

(107.7 ) 

0.1 

(0.12 ) 

2.16 

(2.6 ) 

2-1 ♦ 

Apr 30 

22 

2.1 

25 

Warrants and Value Yr to Dec 31 

4721 

(3828 ) 

o.ioa 

(0.037 ) 

0.14 

(0.05) 


- 

• 

- 

- 


Earnings shown basic. Dividends shown net figures in brackets are tar corresponding period. 4>Am stock SUS currency. 4A/tar exceptional charge. V After exceptional 
credit *Fwetgn Income dividend. **totiudes RD element, ton Increased capital flfto forma. ★Comparatives restated. □ Rental Income. ★Comparative s tar i2 months 
to July 31 1996; earnings and dvldend figures restated. ♦Excludes capital tflstrdwtian at 206p (f-23p) 


Tesco/British 
Land venture 


By Jonathan Guthrie 


Tesco, the supermarket 
ch ain, and British Land, tbe 
property company, have set 
up a £460m (*768m> joint 
venture to own and run 12 
shopping centres and Tesco 
superstores. 

Tbe deal will let Tesco par- 
ticipate in any rise in prop- 
erty values and decisions on 
tbe level of rent it pays. But 
property man agement duties 
will be delegated to British 
Land. 

“We are grocers, we do not 
want to go around collecting 
rents from other retailers." 
said Jonathan Moore, inves- 
tor relations officer at Tesco. 

John Ritblat, chairman of 
British Land said he expec- 
ted a growing number of 
retailers to transfer proper- 
ties from their balance 
sheets to joint ventures set 
up with property companies. 
British Land already has col- 
laborations of this kind 
worth £ 2 bn, including a 
£550m joint venture with 
Great Universal Stores set 
up a year ago. 


However. Tesco said it had 
no plans to transfer any 
more of its 5S6 stores to joint 
ventures. 

Tesco and British will 
each bold a 50 per cent stake 
in the joint venture, Tesco 
British Land Property Part- 
nership, which will have 
l.8m sq ft or retail space 
producing an initial yield of 
about 7 per cent. 

Tesco is contributing six 
shopping centres worth 
about £210m. These are all 
centred on Tesco stores. 
British Land is providing 
five Tesco superstores cur- 
rently leased from it by 
Tesco and the site of a pro- 
posed regional shopping cen- 
tre at Serpentine Green, 
Peterborough, which will 
have Tesco as its principal 
tenant. 

Because British Land's 
properties are valued at just 
£L20m. it will make a balanc- 
ing payment to Tesco of 
about £45m. 

As a result. British Land 
will in effect meet the whole 
£90m cost of developing 
some properties. 


Pearson sells 
publishing unit 


By Jonathan Ford 


Pearson, the media group 
that owns the Financial 
Times, has sold its law and 
tax publishing business to 
Thomson Corporation of 
Canada for £70m ($117m|. 

The business, which pro- 
duces specialist legal and 
accountancy publications. Is 
the latest to be sold under 
Pearson’s strategy of prun- 
ing speciality publishing 
businesses that are not mar- 
ket leaders in their sectors. 

Last year, the group sold 
Churchill Livingstone, a 
medical publisher, for £56m. 
In February, it sold Chur- 
chill Communications, a spe- 
cialist health communica- 
tions company, for £6m. 

Thomson in tends to inte- 


grate the business into its 
Legal and Professional 
Group. 

Last year, the law and tax 
publishing business made an 
operating profit of £4. 7m on 
sales of £ 21 . 7m. 

Pearson also announced 
plans to integrate its busi- 
ness publishing interests 
under the Financial Times 
brand name. The Financial 
Times Group will replace 
Pearson's Information Divi- 
sion and will be made up of 
the Financial Times newspa- 
per. other FT branded busi- 
nesses and Pearson's over- 
seas business publications. 

These include Les Echos, 
tbe principal French busi- 
ness newspaper, and Recole- 
tos. the Spanish business 
publishing group. 


INTERNATIONAL PEOPLE 



Inchcape 


Self-immolation is becoming 
somethi n g of 3 trend among 
Britain's mid-caps. Inchcape 
is the third poorly perform- 
ing group in a month - fol- 
lowing Courtaulds and Dal- 
gety - to dismember itself 
after rightly concluding its 
portfolio of businesses made 
no sense. In Inchcape's case, 

Philip Cushing, chief execu- 
tive. is even sacrificing his 
own job on the altar of sbare- 
holder value. He will, of 
course, receive a pay-off. But 
his options are a long way 
out of the money so he has 
no personal incentive to 

boost the share price. And, . . , .. 

though the stock has performed badly since he took the 
helm two years ago, bis predecessors and the Asian crisis 
are largely to blame. 

In theory, the shares still have considerable upside. 
Break-up values of about £1.4bn are plausible, yielding a 
share price of more than 260p compared with yesterday’s 
212p Closing price. Giveo Inchcape's chequered history, 
investors doubtless suspect there could be slips between, cup 
and lip. 

Many will also find owning shares in a Chilean-listed 
bottling company unappealing. New investors may take a 
different view, but only if existing ones surrender some of 
the upside. 


mcbcapfr 



Energy Group 

How much longer can the battle for the Energy- Group 
continue? Tbe longer the better for tbe utility's sharehold- 
ers; PacifiCorp’s trumping of Texas Utilities’ counter-bid 
with an 820p per share offer is a whooping 18 per cent 
premium to the original bid. And as there are no signs that 
Texas is ready to throw in the towel, tbe bidding could 
escalate further. 

Will this destroy shareholder value for the winner? Per- 
haps. But then the original PacifiCorp bid was very much on 
the low side. And with some £i40m of sustainable annual 
savings up its sleeve. PacifiCorp can perhaps afford an extra 
20p or so. though it will clearly be entering into risky 
territory. While Texas has done well to agree a conditional 
sale of the Peabody coal business for $2.5bn, this is unlikely 
to help it outbid PacifiCorp. Financially stretched at this 
level, its firepower will be damped by lack of overlap with 
its target Furthermore, referral to the Monopolies and Merg- 
ers Commission - a possibility even though no competition 
issues are at stake - would hand victory to PacifiCorp on a 
plate. 


Shell considers 
financial arm 


By Robert Cotrine 

Royal Dutch/Shell is 
expected to spend more than 
£100m t$167m) on its initial 
efforts to set up a financial 
services arm. according to 
company executives. The 
proposal to set up Shell Capi- 
tal is still at the study- stage 
and has to receive board 
approval. But Steve Hodge, 
the Anglo-Dutch oil compa- 
ny’s treasurer, said; “There 
is support for the concept, 
and for having a serious try 
at setting up a \iable finan- 
cial business." 

He expects it will be clear 
within three years whether a 
business that complements 
its main activities in the oil. 
gas and petrochemical sec- 
tors can be established. 


“There's no point just set- 
ting up a financial services 
business you can sell. We 
don’t want to create a group 
that rapes and pillages 
through the organisation but 
is not a part of the wider 
Shell group." 

Mr Hodge said Shell did 
not intend to go Into the 
banking business. Nor did he 
envisage Shell Capital com- 
ing close in size to the finan- 
cial arms of other large 
industrial groups, such as 
GE Capital in the US. 

He said a more relevant 
model was the financial 
business of Enron, the US 
gas pipeline and energy 
development company. It 
married financial technology 
and products to existing 
business areas. 


SocGen in new 
derivatives unit 

An emerging appetite among 
capital market investors for 
underwriting big insurance 
risks has prompted French 
bank Socifcte Generate to 
recruit a derivatives special- 
ist with unusual expertise. 
Diego Waoters, formerly 
with US-based insurer AIG, 
is to head a new global 
insurance derivatives busi- 
ness. 

His appointment to the 
London-based post suggests 
that insurance companies, 
the traditional risk carriers, 
may not be as well placed as 
investment banks to sell 
products that securitise risk. 
Banks are using their power- 
ful distribution to encroach 
on Insurers’ territory. 

“It’s a business that suits 
investment banks more," 
said Wauters, who spent 11 
years with J.P. Morgan 
before joining AIG. 

“You need the distribu- 
tion. If you don’t have that 
it’s very difficult. Insurance 
securitisation does not help 
insurers. It is a competing 
product” he added. 

Belgian-born Wauters, 41. 
spent H years with 
JP. Morgan, rising through 
tbe corporate finance divi- 
sion on the back of a flurry 

of flotations in the mid-1980s 
involving Bermuda-based 
insurers such as Ace and 
Mid Ocean. 

He is a pioneer in. a new 
generation of financial prod- 
ucts that meet companies’ 
needs to protect against big 
losses but which can be 
translated into tradeable 
instruments for sale to 
investors. 

Such securities may. for 
example, be bonds where 
repayments of interest or 
capital is contingent on a 
given catastrophic evenL 

The biggest transaction to 


date was sealed last year 
when USAA, a large US 
insurer, issued $400 tn in 
hurricane-linked bonds. 

Wauters said Soci£t£ G6n- 
■Sraie was making a "strong 
commitment” to the insur- 
ance derivatives business, in 
which Goldman Sachs is 
regarded as the market 
leader. 

Xavier Debonneuil, deputy 
chief executive of - tbe bank’s 
international and finance 
division, said the recruit- 
ment of Wauters was an 
“exciting" step. 

Christopher Adams, 
London 

Dresdner goes 
for youth 

Dresdner Bank, Germany's 
second biggest bank, has 
skipped a generation in its 
attempt to inject vigour into 
a management hit in recent 
months by resignations and 
tax scandals- 

One of tbe men newly 
appointed to its executive 
board is 35, unusually young 
for a top corporate job in 
Germany, especially at such 
a tradition-minded bank as 
Dresdner. 

Leonhard Fischer, joint 
head of global' markets, 
joined Dresdner only three 
years ago. having worked in 
Frankfurt and New York for 
JJP. Morgan, the US invest- 
ment bank. 

Tbe other appointment, 
that of Berud Fahrholz, 5Q. 
was overdue, since be bad 
been due for a board position 
late last year. 

But the confusion caused 
by tbe spate of resignations 
and departures led to a 
period of indecision. Fahr- 
bolz has been with Dresdner 
since 1977. 

As joint head of global 
finance, he has helped 
arrange loans for Russia's 
Gazprom and Advanced 


Micro Devices, the US com- 
pany building a semi- 
conductor plant in Dresden. 

Both appointments are 
aimed at helping strengthen 
Dresdner 's investment bank- 
ing activities. 

Andrew Fisher, Frankfurt 

Andersen takes 
stronger role 

Roy Andersen, former presi- 
dent of tbe Johannesburg 
Stock Exchange, will take 
over as managing director of 
Liberty Life, tbe life assurer 
at the core of the financial 
services group he joined last 
year. 

Andersen. Liberty's chief 
executive and group manag- 
ing -director, will succeed 
Alan Roamanis at the helm 
of the life assurer. 

Romanis will become a 
vice-chairman of the com-, 
pany and head of its finance 
committee, which manages 
risk, regulatory compliance 
and financial controls for the 
group. 

The reshuffle will 
strengthen Andersen's influ- 
ence in the group's operating 
companies as Liberty pushes 
ahead with plans to diversify 
into new markets abroad. 

Competition among South 
Africa's life assurers has 
intensified as Liberty's 
larger rivals. Old Mutual and 
San lam, prepare to abandon 
their mutual structure and 
convert to listed interna- 
tional financial services 
groups. 

Restructuring at Liberty, 
the country's third largest 
equity investor, is expected 
to include the flotation of its 
subsidiary Charter Life- 

Michael Jackson. Charter's 
managing director, will 
return to Liberty Life as 
director of human resources, 
in May. 

He will be succeeded by 
Alan Woolf son. currently 


general manager of Char- 
ter’s broker division. 

Mark AshursL Johannesburg 

Lincoln Electric 
promotes Murray 

Lincoln Electric of the US. 
one of tbe world's two big- 
gest makers of welding 
equipment for factories, has 
boosted globalisation efforts 
through a new senior man- 
agement post. 

Charles Murray, previ- 
ously In charge of Lincoln's 
European operations, is to 
become vice-president of cor- 
porate development. 

• Murray, 46. will be respon- 
sible for exploiting ideas In 
manufacturing and market- 
ing to increase Lincoln’s 
sales outside the US; over- 
seas business accounted for 
about a third of the compa- 
ny's' $1.16bn sales last 
year. 

Lincoln is based in Cleve- 
land, Ohio, and has plants in 
12 countries. 

It is moving its European 
headquarters from London 
to Nijmegen, the Nether- 
lands. close to one of its 
manufacturing sites.' 

Peter Marsh. London 

Cullinane gets 
Saatchi post 

Peter Cullinane has been 
appointed to the new posi- 
tion of executive vice- 
president worldwide of 
Saatchi & Saatchi, the adver- 
tising group. 

Based in New York, he 
will be responsible for strat- 
egy, culture and key pro- 
jects. 

Cullinane. 44, has been 
with Saatchi for 10 years, 
most recently as chairman of 
its Australasian business, 
overseeing operations in 
Australia and New Zealand. 

Tom Lynch, London 


Moving places 


■ Kadyrzhan Damitov has 
been appointed chairman of 
Kazakhstan's National Bank, 
the country’s central bank. 
Damitov, a government 
adviser, replaces Uraz 
Dzandosov. who becomes 
first deputy prime minister. 

■ Anindya Chatteijee has 
been appointed head of 
research markets division. 
India at ANZ INVESTMENT 
BANK, the investment 
banking arm of Australia 
and New Zealand Banking 
Group. Chatteijee joins from 
Nat West Markets where he 
was chief economist for 
India and Singapore. 

■ TRANSGENE has 
appointed Paul Berg and 
Steven Burrili to Us board. 
Berg is the Cahill Professor 
in cancer research and 
director of the Beckman 
Centre for Molecular and 
Genetic Research at Stanford 
University School of 
Medicine. Burrili is chief 
executive of Burrili & 
Company, a private 

merchant bank specialising 
In life science companies. 

■ MATRA 

COMMUNICATION SAS, a 
joint venture of Lagardere 
SC A and Nortel iNorthem 
Telecom), has appointed 
Jacques Payer chief 
executive. He succeeds 
Jean-Bernard Levy who is 
moving to South East Asia 
as senior vice-president. 

Payer was chief executive of 
Matra Ericsson 

Telecommunications, the 
Matra Comm uni cations joint 
venture with Ericsson, 
which is in the process of 
being fully divested to 
Ericsson. Michel Clement 
previously vice-president, 
mergers & acquisitions at 
Nortel headquarters, 
becomes chief operating 
officer. 

■ IMC GLOBAL has named 


Bradford James senior 
vice-president and chief 
financial officer, replacing 
Brian Smith, who resigned 
in September. James. 51. was 
executive vice-president, 
corporate development at 
USG Corp. 

■ CENTRAL EUROPEAN 
MEDIA ENTERPRISES has 
announced that Peter 
Goldscbeider, co-owner and 
managing partner of 
European Privatisation and 
Investment Corporation, has 
been appointed to tbe board. 

■ NORTHWEST AIRLINES 
bas promoted Richard 
Johnson to vice-president - 
Atlantic region, based in 
Amsterdam. He was most 
recently managing director - 
corporate and agency sales. 

■ Stephen Larkin has been 
named president of the 
ALUMINIUM 
ASSOCIATION. . 

■ The ASSOCIATION OF 
ASIA PACIFIC AIRLINES 
has appointed Leroy Keith 
technical director. Keith was 
formerly director of the Civil 
Aviation Safety Authority in 
Australia. 

■ AVIS EUROPE, the car 
rental company, has 
appointed Mark McCafferty 
group managing director. 
Avis Europe. McCafferty 
joins from Thomas Cook 
Group, latterly as managing 
director, world-wide travel 
related businesses. 

■ MAYTAG CORPORATION 
has named Lloyd Ward 
president and chief 
operating officer - a new 
position. He was also elected 
to Maytag Corporation's 
board. The corporation also 
named William Beer 
president of its major 
appliance business, Maytag 
Appliances, replacing Ward. 
Beer previously had been 

senior vice-president at 
Maytag Appliances. 

■ Gilles de Dumast. 39, 
managing director in the 


BZW investment banking 
division, has been appointed 
managing director of 
CREDIT SUISSE FIRST 
BOSTON in Paris. 

■ Pekka Leander. managing 
director of Ford’s Finnish 
subsidiary Ford Oy, is to 
move to Sweden to take up 
the post of managing 
director of FORD MOTOR 
COMPANY AB. Leander will 
also be responsible for 
operations in Scandinavia 
and the Baltic States. 

■ Financial services 
company ING GROEP said 
Cor Herkstroeter. currently 
chief executive at Royal 
Dutcb/Sbell, will join its 
supervisory board in May. 
Herkstroeter. who will retire 
at Royal Dutcb/Shell in 
June, will be appointed 
chairman on ING's 
supervisory board next year. 
He will replace temporary 
chairman Meindert Ververs. 
who will resume his function 
of vice-president of tbe 
supervisory board. ING said 
Belgian Paul de Meester 
would also be appointed as 
supervisory board member 
In May. He Is a board 
member at Bank Brussels 
Lambert, which was taken 
over by ING last year. 

■ BARCLAYS CAPITAL, the 
investment banking division 
of the Barclays Group, has 
announced the appointment 
of Michael Keegan as chief 
financial officer. He will 
report to Naguib Kheraj. 
chief administrative officer. 
Barclays Capital and Oliver 
Stocken. Barclays Group 
finance director, and will be 
a member of Barclays 
Capital’s executive 
committee. Keegan joined 
the firm in July 1996 as chief 
administrative officer of the 
global markets division. 

■ Serge Selfslagh has joined 
SANTANDER GLOBAL 
ADVISERS as senior 
■European analyst He has 12 
years experience of investing 


in Continental European 
markets. Prior to joining 
Santander Selflagh spent 
five years at LGT Asset 
Management. 

■ UNISOURCE, the 
pan-European 
telecommunications 
company, bas announced 
that Wim Dik. chairman and 
president of KPN. has been 
appointed chairman of its 
supervisory board. Following 
the rotating schedule. Wim 
Dik replaces Lars Berg, 
chairman of Telia, who has 
held the position since 1994. 
Berg will remain a member 
of the supervisory board. 
Felix Rosenberg steps down 
as a member of the 
supervisory board following 
his resignation as chief 
executive or Swisscom. 
Rosenberg is replaced by 
Tony Reis, the new chief 
executive of Swisscom. Reis 
is also chairman of the 
supervisory board of 
AT&T-Unisource 
Communications Services, 
the joint venture between 
AT&T and Unisource. 

■ ROYAL TOKAJl WINE 
COMPANY has appointed 
Richard Nicholson 
chairman. Nicbolsoo was 
until recently mana g in g 
director of Laurent Perrier 
Distribution in the UK. 

■ Bruno Roqueplo has been 
named senior vice-president 
for TOYS ’ R’’ (JS 
INTERNATIONAL. Most 
recently, he served as 
chairman of Campbell 
Distillers. 

International 

appoin tments 

Please fax information 
on new appointments 
and retirements to 
+44 171 873 3926, marked 
for International People. 

Set fax to 'fine'. 
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When mechanical failare delayed their Namsong River 
diversion project in Laos, the Bazama Corporation of Japan faced 
an even bigger problem: the site was in deepest jangle, miles from 
any reliable conventional communication facilities. 

p T 8.g Inmar sat's direct satellite technology, the company’s 

offices and the site were able to stay in constant contact by phone, 
fax and even e-mail, ensHriag that spare parts were pickly 
Api p ppH oat. Of coarse, it’s not jnst construction companies who 
benefit from Inmarsat. The service is also proving indispensable ts 


people like corporate exeeathes...eil industry hnsinessmen—track 
drivers away from base-government efficiais-anyone who needs 

to stay in tsnck wherever they are. 

What’s more, today’s satellite epipment is as portable as 
a notebook N and the senrice affordable enangh to use at any 
time. Se if yen want te stay in contact wherever yon are, make 


contact with Inmarsat. 
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Inmarsat^ 
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BUSINESS OPPORTUNITIES 

READERS ARC RECOUUEKDED TO SEEK APPROPRIATE PROFESSIONAL ADVICE BEFORE ENTERING INTO 

COMMniKENTS 


TEAR 2000 TIMEBOMB? 

4 

MILLENNIUM BUG? 

THE PC' PROBLEM IS SOLVED 
with 

-fix2000 - 

The instant hardware solution 
Highly motivated agents stflJ required worldwide 

Millennium Computers 

WarUwKk! Enifuinei ■ ail Tarn Collau; Fja (44) I?) 647 9*»llt 
Apiu tar the UK ■ call Maxine: Phone 1)1623 83Htri. ?u D\b23 32W>KS 
u ■><*. i>oritO)(KLCD4ik 


(Company Vendors & MBI Teams 


MBI Seminar for Chairmcn/CEO's/M.D.’s ■ April 2 1st 


We are a tody independent argantsdton, Dedicated Id inctu&Ing the level of MEM 
actMfy in the U.K. throuati Bis pnwtstan ol a national screeiwia & matching service, 
in seeidng » broaden understanding ol Bra MBi process, we have reserved a touted 
nunte ot places at ar axdusrw MBi ’farnfa-isadan’ seminar, tor wHch there ara 
afrnatfy pre-raservakms from 50 company doctors & 20 venture capHaRsb. Chaired 

hyalaghty respactEd CSy fitjjre. wel sstaMstwd.oiB^eveiRls tmia^ a 

private, imtanon-only forum. so reservations can only be accepted tram principals 
seeidng to lead a Management Buy-ti or to sea ther business & an MBI. 

FuD details are avaiatte by return and compete canfldentraby is assured at al antes 

PHONE: 0870 600 0020 FAX: 0870 600 0021 

LEEDS ■ ftoval House. Scwrton 5. Leads. LSI «U UNOOm . 7 UbobcX SL Manx Wtv 7RJ 


■ Don't you wish ail 
business opportunities' 
could promise you this?- 


Reduced Risk 

Projects am pre-ammed 

Time Saved 

ProAnirvay research done 

Wide Choice 

OpponunUss In aR tedustnea 

Flexibility 

invest sdone or h syndicate 

Equity 

Ottered in almost afl coses 

Direct line to entrepreneurs 


Venture Capital Report 
01865 784411 
www.vcrl 978.com 


SEED CAPITAL 
INVESTORS 


sought for highly qualified 
dynamic biotech pharma, 
software, early stage co's 
with potential to Ust 

within 2-5 yrs. 

Cali Karen Taylor 
0161 22S679I 


BUSINESS SERVICES 


IT Entrepreneur? - How to Develop Markets in the USA 
IBDNET™ Global Business Association 

One day conference with distinguished panel of speakers ineluding 
Professor Roger Needham, Managing Director 
Microsoft Research Labs, Cambridge 

I April 1998 - Royal Automobile Club - London 
Venture Capital, Marketing. Stale Incentive Programmes 
Export Assistance. Location and Legal Considerations. Banking 
£395 mcL VAT, lunch, reception & copies of presentation? 

Phone UK 0181*780-9292 USA 212 - 867 . 7110 
vrww.giobal-busuress.org 
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CONTRACTS & TENDERS 
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□a 


E 

IULGARIA 


SWITZERLAND 

Incorporation and 
administration of swiss and 
foreign companies. 
Mail - Phone 
- Fax services. 

Bank introductions. 

OPTIMA FIDELITY S.A. 

16 Pta* Loogemalte. 

PO Box 3528, CH-1211 Geneva J. 
Td: 4122 
Fw 41223164103 
Email : optindt&toluenhwch 


BUSINESS WRITER: 

Company profiles, product 
specifications. publicity 
and marketing maieriaf. 
procedure manual* etc. 
from a busrn&s-ciricniaied 

professional. 

No fee until 

completely satisfied. 

Tel: 01732 334407 


SPIRAL MANAGEMENT lor project 
Staennrion or the stite or purchase ot any 
commoAy vi excess d CiM.GOO Oifli 
461 0509 The tocatxxi and marajanvant 
company paid artvLpon resuts. 


PUBLIC BIDDING 


for purchase of: 

a COKING COAL 

a SOLID FUEL FOR AGLOMERATION 

■ IRON CONCENTRATE 
a PELLETS 
H IRON ORE FINES 
a METAUZED PRODUCTS 

Bids should be delivered by 23 March 1 998, 
14,30 Sofia time at the following address: 

KREMIKOVTZ! Corp., 1870 Sofia, Bulgaria 
tel. +359-2-981-2580; 456-321; fax +359-2-450-700; 456-346 




REGISTER. PI,- 


uanDumu umuKcnui nt ■nunon anrxn 


WANT TO 


EXPORT CLUB BRINGING 
BUYERS TO THE UK. 

Want to meet them? 


CALL; 0171 357 9497 


ACRYLIC FIBER & SPINNING PLANT 

RELOCATE OR OPERATE IN PLACE 


SECURITIES FIRM 

FOR SALE 

NASD and SFA Registered 
Established 1983 
For sale os a clean shell. 

Write to But BS74L FtaandalTmo. 
OnrSotUfrwar* RrMpc. London 5E1 *HL 



TELECOMMUNICATIONS FRANCHISING 


- S AVE <3tL^-L 
INTERNATIONAL. 
P HOtiE GALLS-' 



SggSBj 


mmm 


PROFITABLE TRAVEL 
SYSTEMS GROUP 

Seek lNVEST<m/iwrn«si 

to fund e/partsnn plans and 

development of vertical integration 
into related areas. 

Current T/O £3m 
Box flVXo. Financial Timci>. 

Cue Soufliwk Brata:. Lenten SEI 9HL 


OPPORTUNITY 


to purchase 

FREEHOLD CITY OF LONDON 

OFFICE BUILDING 


Pltssarcpi/'to:.'' 

Ecx £5743. Financial Tmcs. . 

One Soirtwark Btiigo.' Lcrden SEI ?HL 


DIVORCE OR 
CRED1TURE PRESSURE 

Either business or personal, 
your assets con be legally 
protected! 

For total, confidential and 
free information on bow 

PHONE DURING BUSINESS HOURS 
0171 491 2254 
OR AFTER HOURS 
0467 251726 



kaUback 


CONSIDERING 
FRANCHISING? 

nr.^v.. ^ 'kr^v. •••.•• . ».r 

[SO EVE LO PM E NT S] 

\eVTt y-iX.T 

^SEHVICESL^ 


S For the best odrice end 1 

B giBdance.comauiTODti’! | 

J flUKBEE DfllKtfMDiTSEH'iCE LTD^ 

I Siam Horae. Rnsfcad \orak. Vll IRB| 
■ Til; 01 M3 630 301 FWiOl 603 630 174* 
i trait ftfaM<ewmiu«n ■ 

^eb silebttp^.^ jraKi«^n*fusraj 


OFFICE EQUIPMENT 





ASPIRING 

MILLIONAIRES 

Call and Listen. 

Not MLM or franchising. 
Call Freephone 
0800 542 1220 




SEEKS START UP FINANCE 

Equity capital ypuqfit up to £20.000 
High level broadcast management learn 


For iirttata rotate 
Box la B5748, Financial Time*, 
One SsoUmnt BrWgo, iaadM SCI 91. 


US QUOTED SHELL ON 
NASDAQ/BB AVAILABLE. 

Never traded; 

Sole asset cask. 

LANE Parkin'* CO LTD 
TEL NO 01624 824309 


PROJECT AM) COMMERCIAL turning 
available to UK and International 
dens. Anglo American Group Pic. Tel: 
01924 201 365 Far; 01924 201 377 

CO PUBLIC IN U.S, 

P®hHc Shells, Trade on Slock Exchange 
T(310) 55M820; F (310) 556-6823 
•rwwBKL.com EroriL* BKL5@noLcon 


Small to Medium sized 
manufacturing/service 
companies required 
to compliment 
existing group. 


Insolvent companies 
especially of interest as 
cash Funding/support is available. 
Outright or part sale considered 

Tel: 0171 491 2254 
or Mobile: 0467 25X724 


Hisasrranrsi mm 


SUBSTANTIAL QUANTITY OF 

OFFICE FURNITURE 

& SEATING AVAILABLE TO INCLUDE: 

■ Cherry Executive Suites • Dcsking & Storage 
- Executive & Secretarial Seating 
Boardroom Tables in Oak. Rosewood & Mahogany 
• Conference Chairs • Grey & Oak Workstations 

Call to view: 0181 549 4848 


S5MLS 

MASSIVE SAVINGS ON 


ITALIAN OFFICE FURNITURE 


Direct from Manufacturer 


ARCHIUTTI SHOWROOM 


69-73 Theobald's Road. London weix 
TW. 017i 8316678 


BUSINESSES FOR SALE 


M0TEST GROUP (HOLDINGS) 
PLC AND CERTAIN OF ITS 
SUBSIDIARY COMPANIES 
(in Administrative Receivership) 

The opportunity has arisen to acquire a 
profitable multi-site MOT testing and repair 
business operating in the South East 

Key features of the business include: 

• Turnover of £3.Sm for the 1 1 months to 
31 December 1997. 

• 94 employees. 

• 6 fully equipped MOT and repair facilities 
offering 13 Class 4 testing lanes. 

• Substantial tenant income. 

Other assets include: 

• Freehold head office in Slough. 

• Two freehold petrol stations and a car 
showroom - not trading. 

• Two leasehold garages (fully equipped MOT 
testing facilities} - not trading. 

For further details contact P N Spratt or 
S Conn at: 

Price Waterhouse, 

Thames Court, 1 Victoria Street 
Windsor, Berkshire SL4 1HB. 

Tel: 01753 752000, Fax; 01753 833528 

PriceWbterhoiise <1 

Thi'. advertisement has been approved by Price Waterhouse, 
a firm authorised by the Institute of Qtartered Accountants to 
England and Wales to carry on mvestment business. 


CALL FOR EXPRESSIONS OF INTEREST IN PURCHASING 
THE ASSETS OF “P. RAPANAK1S BROS SA” OF 

aspropyrgos Annas Greece 

ETHNIXI KEPI1ALEOU S A.. AJmirti'-frarion of Aisei« and Liabilities, or <>i 
Cbryswnpiliouisis Sir. Aifteni IU56il. Greco;- in ire capacii.t as Liquidainr of T. 
RAPANAKIS BROS 5A". a campon) with ils registered office in Alims. Greece. Idle 
"Company"!, presently under special hqunlonan aceonlinE (o die provision* of AmcJe aria 
of Lew IMllWt by viitue « Oeemon IIWl'LW at die Adua Coon of Apf«sU 
mrlm interested parted u qitwiiT srldiJa twenty (20) day* fmm die publication of diet 
call, oon^meinii: wrinen eipreisiDm of utterea for die purehow of die proups of mm 
drsenbrO below' rush oar being snld aa a jingle entity. 

BRIEF INFORMATION 

The Coofuny «a csubiuduU in IWI anJ became a SA m IW. In atnviaN mclurial 
Uk impacteiMn snd ^xndaidisuten of (nab ml Iroan me»i ml (Uv On 17 AIW dv 

Conqtmy »i> pUcuI undo special Bejunlalhal. 

GROUPS OF ASSETS OFFERED FOR SALE 

(. A plaid bi LoiU-Honi i II, MnmiK St. j. Municipality of Atfica dK ana 

of which armXEiB 10 22.2"2 appnreimaidy. local cd appro*. «Wn. from Ihe 
oanhnn dry ptammig area boundary Tire mdudes boihfmgs die (dial area of wtridl 
amounts to 6, < *t % * sqm. approximately, rive anew bemg mM also include the 
eotnpmy'ii u p acr ed nmc u well as any oeher uem belceigtfg w iL The Ctmpjny s 
irad iiu cty ami vetnda bare beat soil ns -RARANAKS LTD", ahfmigh I Ik nJhbry 
Of dK sale oonUM it being ch-iJlcxifrol Legal pmcraMlfx are pending. 

2. Twu adymung pftiii of land on ihe New AlhenaAlnuah National Road, fix UJUl aicaof 
wtndi amount 20 JiKi n|jn appro i- mefaniing on old kulding ami a ehianey These 
are lo be Inctutod in dir L-hy plawbiig area. 

The above omuis are leaned to RAPANAKIS BROS LTD until 2010. Legal pruceedlnpv 
acninhog io par J. ut2>l of 1-2< 3JW7 far die mnrmlcr nf tbc pnstuses arc ai [eugim. 

SALE PROCEDURE 

The Company > *ticu will he wld by way or Public Auction In ncc-ordanec wlih itr 
provisions of Am* 4tu <A Law IfftC/l W. f* 5tipi*amr«cd by art M of UfWflWI 
Bid futncqueiKty amreakdi jid dr icrmc eel am m Die edl for twderi of tbc «Vt of die 
italic »«a*. if be puWwtw] m ibe Greek and foreign press nn the duo provided Ky law. 

SUBMISSION OF EXPRESSIONS OF INTEREST 
OFFERING MEMORANDUM 

Far the mitani»wn o' E*pre»nM* of Inecrov and for obtaining copy of Uk Oircnng 
Mctiwendum. pfeave eonuct the Lnpodaur. “£THNKI KEPHALEOU SA AUm imam ion 
of Ao«eta and Lhlbiritisai’, ‘h ChtyWipilloibwai St Alhens inStal. GREECE. TcL *X*- 
I323.IJJI4 - XT fav+ta-t-J’I WOS tatientmn Mn. Monka FraipakoL 



CHRIST IE &. C2 


Surveyors, Valuers & Agents 


1 Lincolnshire 


Resdential Care Home 
Rkgnxred fob 15 

* 9 angle and 3 double rooms (5 a 
stale I. Fees 008-040 per person 
per week. 

* T/O year end BOA 97 £172^47. 

* Rcdranna sale. 

£295400 FBEBBOLD 

Nottingham Office Ref 5 7/FTTQ238/0 

0115 948 3100 


Berkshire 


Specialist Care Operation 

I • Combined registration for 19 adults 
with taunting dtaabrliiics. 

• Net profit in eiceu of £260,000. 
average weekly fee £485. 

• Prime residential location! set in 
approximated)' 0J acre. 

• 2 dandled properties together with 
sentHdeucbed owner's 
neew n modatian/bome. 

Offers over £90(WKH) freehold 

Nihon Keynes Office Ref 74073034 

01908206600 


* Located on niria t ch mch Reed 
leading to town come. 

*40 letting rooms |?7 en suite}. Self 
contained owner's accommodation. 

-TO year end May 1997 £168^00 
ew VAT. 

£495^)00 FREEHOLD 

Wmauster Office Ref 3S/FT44S60/R 

01962 844455 


LElCESIERSHfRE 


Residential Care Home 
Registered for 29 

- Retirement village location. 

• 19 single 16 en suite] and 5 en suite 
twin rooms. Fee income year ended 
31.7.97 £347X164. 

£595.000 FREEHOLD 
Nottingham Office Ref 57/F770240R3 

QU5 948 3100 


Offices at: London - Birmingham • Bristol • Edinburgh 
Exeter - Glasgow - Ipswich • Leeds ■ Manchester 
Milton Keynes * Newcastle • Nottingham • Winchester 


WEST LONDON BASED INSTRUMENT 
AND CONTROLS COMPANY FOR SALE 

Offers sought in the region of £95,000 

Operating from a modern industrial unit, this well-established Tamily 
company provides a wide range of instruments and controls sourced 
through several UK agencies and diatribuionhips- Sales, application 
engineering, service repair and calibration is offered, plus design oiul 
manufacture of customised equipment. The company enjoys a 
reputation for high quality amongsi ils long-standing customers, lb 
founder is soon to retire and seeks a purchaser of the business. 

Please write to: Box 5747. Financial Tiroes, 

One Soutbwurfc Bridge, London SEI 9HL 



L 

LEVY GEE 


chartered 
ACCOUNTANTS . 


Business 
For Sale 

The Joint Administrative Receivers offer 
for sale the business and assets of a 
company. 

Principal features include: 

♦ 8 retail outlets and warehouse across 
Southern England 

» AnualisedT/0£2.4m 

♦ Car audio and security stock 

For further information interested 
parties should contact Lisa Williams at: 
Levy Gee 

100 A Chalk Farm Road 

London 

NWi 8EJ 

T: 0171-2674477. F: 0171-485 I486. 


SUCCESSFUL COMPANY FOR SALE 


EsuMibhcJ over 20 year., with vurrcxil year turn,’' cr euva Cl M. 

a -Wfcccv-dul nan- manufacturing limited company, ■oipplywp 
■> range and handling equipment in the toed and allied indu.iiric&. 
Servicing a high-profile and sable customer base, a unique 
opportunity crista for on entrepreneur in continue its steady growth. 
Modem premise-, in excellent location close to M4/M25 
LONG LEASE OR FREEHOLD 
Principal due lo retire, but a trnnsiiiona] (icriMl of 
continued involvemcni would l«c niTereJ. 

Principals only please to: 


H,'-. rs.-;".sR. Fiii:;;i _-r.it risre.-. CJmc .Scii:l:-.v:;rk Kriclgc. Lnudi?. 1 ! Si; ; Rill. 


Frank LU 


Newqoay, Cornwall 
on the instruction', of the 
Joint Fited Charge Rcachen 
A detached hotel in a superb coastal 
position with panoramic views osrr 
Forth Island. 

VewqiMT bay and beyond. 
Reception lounge, cuckuil bar. 
•ounce area and timing rwnn ibQ 
coven). 31 at yjile baling betironas. 
ladoiir swimming pocL Carpark. . 
Owner's apaitmou. Gartkia. I 

Exrter Hotefa. 01 J92 4Q.H0I [ 


FOR SALE 

Licensed UK business 
travel ageney seeks 
corporate purchaser 
with proven access 
to £500 k fundi ng. 

So travel agcnuyinunrnrejailfv 
Rrpty m Bca B57U, 


OaeSiMlnraifcBrHtee. 
London SEiWL 


FOfl SALE. EINSTEIN LIMITED, 
BftAM>7MiVI^ Fir 01666837 J53 


South Manchester 
Builders For Sale 
due to Directors’* Retirement 
T urnover approx. £I.5m - All Blue Chip Company Clients. 
Own offices. Joiners' Shop and Plant. The business has room 
to expand its turnover. Principals only apply to: 

Box B5745. Financial Times. 

One Southwark Bridge. London .SEI 9HL 


UK Furniture Manufacturing 
Business for Sale 

SIGNIFICANT MARKET SHARE 
PROJECTED T/O 1996 IN EXCESS 
OF £10M AND PROFITABLE ~ 

Bo* B574I. Financial Tunes. One Southwark Bridge. London SEI ‘i|IL 


OUTDOOR ACCESSORY 
DISTRIBUTION DIVISION 
FOR SALE 

T/O £lm fLa. GP30G high ifulny 
well nspeoed range excellent well 
proven potential Est. rfi yi-an. 
PriodpatiaaJj ptnre. 

BS74L iTowKiHl TW*. 
OueSmutiwart Rridw, UaAMXEI ?HL 


/ IheNo. independent listing of 
' medium to large companies tar sate 
in the UK {T/O £lm+). Noe hriodes 
i European coronsnJea for sale + all j 
V UK receivienmps.Fbr sub deafly/ 

■ V. MSHfifS 0200^^ 


WILLIAM HILLARY 


FOR SALE 

SQUASH & HEALTH CLUB 

HAMPSHIRE 

• Freehold with extensive facilities 
• Operating Profit ci 100,000 • Guide Price £475,000 

Sale brochure from: 

WILLIAM HILLARY LEISURE & HOTELS 
47 HIGH STREET, SALISBURY SPl 2QF 
TEL: 01722 327101 FAX: O172241I803 


LEISURE & HOTELS 


TENDER INVITATION 

for a Hungarian Investment Project 


The tenderee i owner) aspects bids in connection with the 
purchase or a 120.000 square meter area situated in the 
centre of Budapest, the capital city of Hungary, presently 
used as a trotting race-course, and for the realisation 
of an investment project aimed at the infrastructure 
development of Hungarian horse racing on the gallop 
race-course which is also situated in Budapest. Only joint 
bids are accepted. The project is worth several billion 
Hungarian Forints iHUFl. 

The date and place of submitting bids: 

31 " March 1998 
Nemzeti Loverseny Kit. 

{National Horse Racing Ltd. J 
Hungary, 1087 Budapest. Kerepesi lit 9. 

The “Ifender Document 1 * including detailed conditions of 
the tender, data about the property for sale and details 
of the investment project is available in English at the 
same location. 


The tenderers must appoint a 
delivery assistant in Hungary. 


BUSINESSES FOR SALE 


Appear in the Financial Times 
every Tuesday, Friday and Saturday 

For further information, or to 
advertise in this section, 
please contact 

Marion Wedderbum on 
+44 0171 873 4874 


A D Dick and G Craig of 
Begbies Traynor, Joint Administrators, 
Offer for sale the business and assets of 

Liverpool Tanning Company Limited 
(in administration) 

Whittle Bros (Curriers) Limited 
(in administration) 

• 9 acre freehold site in Utherland, 
Liverpool 

• 10,943 m = (112,946 sq ft) of modern 
buildings 

• Comprehensive tannery and finishing 
plant and machinery 

• Skilled workforce 

• Renowned trading name and Blue Chip 
customer base 

For further details contact the Administrators or their 

Agents, Smith Hodgklnson McGlnty (A J Duckworth} 


nyr.nih - rm v n n 


Tel: 01772 202000 


S.MtTH IIODCtlNSON 
M’C I N T r 


Tel: 0161 832 0388 


Humberts Leisure 


Kent/ East Sussex border 

A well established wildlife 
visitor enterprise 

Central facilities building with shop, 
restaurant and wc facilities 

wildlife enclosures, avaries and nature trails 
13 acre park set in about 43 acres of ancient 
WOadiand with good road access 

For sale freehold - 

offers in the region of £175,000 

12 Bo i.ton Street • Mayfair • London Wl Y 7 p* 

FAX: 0171 409 0475 Tel: 0371 629 6700 

RLft JCM /2132 


HOTELS • GOLF • LEISURE 


clinical waste 

COMPANY 

Oppommily ro acquire eMahlishcJ niche waste disposal company 
wrtli secure Government contract*. 

Sou them bawd with adequate mr and vehicles. T/O £lm. 
Pte** wily hr. jMfeSmrhic, ua_ 

Acre flnOBF. II-/5 WUJiztn Road. London NW'1 3ER 
TH! 0171 .DU 243fl Fav.017! 
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French territories 
excused dock duty 


European 
court 

A decision by the European 
Council of Ministers exempting 
locally produced goods of the 
French overseas territories from 
payment of dock dues was not 
contrary to European law, the 
European Court of Justice ruled 
recently. 

A commercial agent residing in 
France sought to challenge new 
rates of dock dues adopted in the 
French overseas department of 
La Reunion, cm the grounds that 
locally produced goods were 
exempted. 

The exemption had been 
included in a Council decision of 
1989 which provided for a 
possible exemption from dock 
dues of up to 10 years for local 
products. 

The agent claimed such an 
exemption was incompatible with 
the Treaty of Rome. The adminis- 
trative Court of La Reunion 
referred the matter to the Luxem- 
bourg Court. 

The Court first observed that 
the exemption provided for in the 
1989 Council decision was in prin- 
ciple contrary to the treaty, 
which prohibits charges having 
equivalent effect to customs 
duties. 

However, it also noted that the 
treaty provided a possible legal 
basis for the partial or total 
exemption of local production 
such as that provided for in the 
Council decision, accompanied by 
a procedure of monitoring by the 
European Commission on a 
temporary or transitional 
basis. 

Thus, the real question was 
whether the Council decision was 
consistent with the treaty insofar 
as it authorised exemptions for 
products of the French overseas 
departments, as distinct from 
imported products, or at least dif- 
ferentiated between those two 
categories as regards the rate of 
charge. 

The treaty makes express pro- 
vision for the promotion of the 
economic and social development 
of the French overseas territo- 
ries. 

Such measures cannot be uni- 
laterally adopted by the Euro- 
pean Union member stales, but 
only with the intervention of the 
EU institutions, which may 
authorise only strictly necessary 
derogations for limited periods. 


giving priority to such measures 
as least disturb the f unctioning 
of the common market 

it was in the light of these cri- 
teria that the Court examined the 
validity of the Council's 1989 
decision. 

First, the Court observed that 
the decision was adopted with a 
view to promoting the economic 
and social development of French 
overseas departments since they 
suffer from a serious structural 
lack of development. 

Second, the exemptions pro- 
vided far in the decision were a 
derogation from the general rule 
that dock dues were applicable to 
all products whether imported or 
produced in French overseas 
departments. 

Finally, the exemptions 
themselves were subject to strict 
conditions, such as the 
requirement that they should 
contribute to tbe promotion or 
maintenance of an economic 
activity. 

Moreover, all exemptions bad 
to be notified to the Commission. 
The Commission was required to 

The treaty makes 
express provision 
for the promotion 
of the economic 
and social 
development of the 
French overseas 
territories 

define its position in relation to 
the proposed exemption wi thin 
two months and was also 
required to submit a repent to tbe 
Council of Ministers on tbe 
exemption arrangements with a 
view to establishing their effect 
on the free movement of products 
within the EU. 

The decision thus authorised 
only exemptions which were nec- 
essary, proportionate and pre- 
cisely determined. In these cir- 
cumstances, the Court ruled that 
the decision disclosed no factor of 
such a kind as to affect its valid- 
ity. 

C-212/96 Paul CheoassuS'Marche v 
Caused Regional de la Riunkm, 
ECJ FC, February 19. 199& 

BRICK COURT CHAMBERS, 
BRUSSELS 



BUSINESS AND LAW 


EUIWPEANRESTRUCTURING _ __ __ 

Making a case 
for commercial 
alliances 

Smaller practices are staging a fightback to 
protect their share of work, says Robert Rice 


The relentless push into 
Europe by the 
Anglo-Saxon law firms in 
their attempts to establish a gen- 
uine pan-European presence, has 
threatened to overwhelm conti- 
nental Europe’s smaller commer- 
cial law practices. 

In recent months, however, 
there have been signs of a fight- 
back from the continental Euro- 
pean firms triggering the start of 
a long-anticipated restructuring 
of European legal services. 

In Germany, leading UK and 
US firms, having found it diffi- 
cult to make significant progress 
in the German market, have been 
busily engaged in taTka with sev- 
eral leading German commercial 
law firms with a view to merger 
or the formation of alliances. 

German firms, after a wave of 
domestic mergers, have also been 
looking to expand internationally 
to service the interests of their 
corporate clients. 

In January, Freshfields, the UK 
international law firm, an- 
nounced an alliance with Derin- 
ger Tessin Herrmann & Sede- 
mnnd, a leading German firm. 
The two practices plan a full 
merger within two years. 

Linklaters. the UK interna- 
tional law firm. last week severed 
links with its German partner 
Schbn Nolte Finkelnburg & 
Clemm, leaving it free to con- 
clude negotiations with Oppen- 
hoff & Radler, a leading German 
commercial law firm. Two other 
leading German firms, B ruck- 
ha us Westrick Heller Lober and 
the Ponder Group are also 
believed to be involved in talks 
with foreign law firms. 

In Italy, the UK firms in partic- 
ular, have been busy forming alli- 
ances with Italian commercial 
law firms in order to compete for 
the lucrative Italian privatisation 
and capital markets work. 

A year ago Freshfields joined 
forces with the small Milan firm. 
Lega Colucci Albertazri Arossa. 
Last month it announced the 
opening of a Rome office taking 
its n umb er of lawyers in Italy to 
more than 50. 

In March last year Clifford 


Chance announced that it was 
strengthening its five-year alli- 
ance with Italian fi r' ri Grimaldi & 
Associati by op ening a third Ital- 
ian office in Padua. 

In December Allen & Overy 
announced a merger with Brosio 
Casati & Associate a 65-lawyer 
firm with offices in Milan, Rome 
and Turin. And Linklaters is 
believed to be holding talks with 
the Roman firm Ughi & Ntxn- 
ri an t e . 

The response from the leading 
Italian commercial law firms to 
this Anglo-Saxon invasion has 
been a long time coming, but last 
week, Camelutti, one of Italy's 
oldest and most respected com- 
mercial law firms, announced the 
reunification of the Camelutti 
offices in Milan and Rome, to cre- 
ate Italy's leading international 
law firm. 

In terms of numbers Pavia & 
Ansaldo will remain the largest 
law firm in Italy with around 120 
lawyers. But with offices in Lon- 
don and Paris and a joint office 
with Werbel McMillin in New 
York. Camelutti will now have 90 
lawyers in Italy and more than 40 
based overseas. 

NicoJo Bastianini. nephew of 
Francesco Camelutti. the cele- 
brated Italian jurist who founded 
the firm in Venice in the late 
19th century, emphasised that 
while tbe move was a response to 
the offensive by the English 
firms it was a deliberate strategic 
decision and not a panic mea- 
sure. 

"We think this is a si gnifican t 
step in the modernisation of the 
Italian legal system. We need to 
adapt to the demands of the mar- 
ket and we feel that in three to 
five years' time there won't be 
room for seven or eight Italian 
full service commercial law firms 
- only two or three - and we 
want to be one of them,” he says. 

The arrival of the English and 
US firms has had a significant 
impact on the Italian market. 
Until their arrival most of the 
high-end corporate and financial 
deals were handled by the seven 
dominant domestic commercial 
law firms, Camelutti among 
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them. But as the bigger privatisa- 
tion deals came on stream more 
and more of the work was 
awarded to the Anglo-Saxon 
firms with their large interna- 
tional networks and access to tbe 
London and New York capital 
markets. 

Freshfields. for example, is act- 
ing for the Italian Treasury on 
tbe third tranche of the privatisa- 
tion of Eni, the state-owned 
energy company, for Lehman 
Brothers on the privatisation of 
Aeroporti di Roma and for UBS 
and Barclays Capital Group on 
the Eurobond offering by Blanco 
Ambrosiano Veneto, to fund its 
merger with Cariplo. 

Sullivan & Cromwell acted on 
the international equity offerings 
for the first and second tranches 
of the Ina privatisation and for 
the underwriters on all three 
tranches of the Eni privatisation. 

Clifford Chance Grimaldi 
recently advised on the privatisa- 
tion of ASM, the Milan gas and 
electricity utility and on the pri- 
vatisation of Autostrade, the Ital- 
ian motorway operator and it 
acted for Cariplo on tbe merger 
with Banco Ambrosiano Veneto 
to create Banca Intesa, the larg- 
est transaction ever in Italy. 

And, what has been described 
by the Italians as “the mother of 
all privatisations" - the sell-off of 
Telecom Italia - was awarded by 
the Italian Treasury to US law 
firm Cleary Gottlieb Steen & 
Hamilton. 

The Italian commercial law 


firms have not missed out alto- 
gether, however. Camelutti, for 
example, acted for BZW on the 
privatisation of Telecom Italia 
and is advising the Treasury on 
the award of Italy's third mobile 
telephone operator's licence. 

“We haven’t made any bids [for 
work] which we have lost The 
point is that we haven't had the 
people to be able to do tbe work 
for our normal clients and bid for 
the bigger projects at the same 
time. We need to be in a position 
to concentrate people on deals of 
a significant size.” says Mr Bas- 

riflwini. 

The reunification of the two 
Camelutti firms is an important 
step in that direction. Although 
the Rome and Milan firms prac- 
tised under the same name they 
have for some years operated 
in a distinctive and separate 
manner. 

With Alessandro Camelutti, 
another of the founder’s neph- 
ews, bringing his Parisian law 
firm into the fold, Mr Bastianini 
believes it now has the right mix 
to take on the Anglo-Saxon com- 
petition. 

Reunification is only tbe first 
stage of Camelutti's plans, how- 
ever. Over the next two years, it 
aims to build its numbers to 120 
lawyers in Italy through mergers 
and acquisitions of smaller niche 
Italian practices. And with more 
t han 50 per cent of its corporate 
clients based abroad, the firm 
will also be looking to build its 
international presence. 



LEGAL BRIEFS 


Clifford Chance 
director joins 
markets panel 

Joanna Benjamin has bean 
appointed deputy chief executive 
of the Financial Law Panel, the 
Bank of England-backed body 
that looks at legal uncertainties 
that may cause problems for the 
London financial markets. Ms 
Benjamin, director of financial 
services research at Clifford 
Chance and senior research 
fellow at King’s College, London, 
is a leading authority on the 
complex and developing area of 
law relating to International 
clearing systems and the 
International trade in securities. 
She will take up her appointment 
on March 16. 

European Court of 
Justice member 
replaced 

Advocate General Giuseppe 
Tesauro, who has resigned as a 
member of the European Court 
of Justice to take up so 
appointment as president of the 
Italian competition authority, the 
Autorita Garante della 
Concorrenza e del Mercato, is to 
be replaced by Antonio Saggio. 
the current president of the 
European Court of First instance. 
Mr Saggio will take up his new 
position tomorrow and serve as 
an advocate-general until 
October 6, 2000. Mr Saggio will 
be replaced on the Court of First 
Instance by Paolo Mengazzf, 
professor of International law and 
holder of the Jean Mon net chair 
of European law at the University 
of Bologna. The members of the 
Court of First Instance will meet 
fallowing the swearing-in of Mr 
Saggio and Mr Mengozzi, to 
elect a new president of the 
Court to succeed Mr 
Saggio. 

Working party on 
counsel posts 

John Morris, the UK 
attorney-general, has set up a 
working party to review the 
system of appointing counsel to 
act for the government in civil 
cases and to monitor the use of 
barristers appointed by the 
Crown. 
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Contract Food and Management Services - Remote Site Management - Service Vouchers and Cards - Leisure Services 


Successful Growth and Favorable Outlook. 


Excerpts from Chairman Pierre BdJorrt address to the Annual 
Meeting of Shareholders, February 24, 1998 

1996/1997 FINANCIAL HIGHLIGHTS 
Over The year, consolidated sales increased by- 18 percent to 
FRF 29.5 bffion, broken down as Mows: 

• Organic yowth 7 p ercent 

• Acquisitions 1 percent 

• Currency effect .10 perron 

Operating margin widened to 4.7 from 4.5 percent, continuing 
toe steady growth trend of the past five yean. 

Group share of Consolidated net income Waled FRF 540 million, a 
34 patent increase from the previous year’s Group share of consolidated 
net income before non-recurring items. At constant exchange rates, the 
increase came to 29 percent 

RECENT DEVELOPMENTS 

Last September 30, Sodexho Afonce and Marriott International, Inc agreed 
to combine their Food and Management Services businesses in the United 
States and Caada ina new company known as Sodadro Marion Sendee* he. 
To finance the transaction, we increased or capital by FRF 2 biion in 
November by issuing 815, 770 new shares at a price of FRF 2^00 per share 
Shareholders respomled very poathiely to the issue. 

Sodexho Marriott Service* Inc wBI be North America's tearing prowler of 
Food and Management Service* with more than 4,830 operawrg account* 
FRF 24 bffion in sates and 1 00,000 associates. Its shares wiD be feted on the 
New York Stock Exchange: 

The merger is taking place in a positive environment and should be 
completed at ihe end of March, 

Separately, on October 31, Sodexho-Gardner Merchant acqiwed Marriott 
bTtemationaTsFood and Management Services business htheUiitedKmgtom. 

OUTLOOK 

Thecreanicnaf Scxfegdio MarriottServioeSw IncrepresentsaneBCEptianal oppor- 
aniiy far our Gampaiy ABhougb we led the food and Management Semites 
maria in Europe and die rest of the world prior to *e mages we rated only 
forth in North America, hi behind the matet leader Nth Sodexho Marriott 
Service* foe, we vriD be rente one h North America, thereby strengthening 
cue global leadership. 

• Once again. Sodexho Affiance has gamed new scope and depth. 

Over a fuU ye* Le, in fiscal year 1998/1 999, we will have around FRF 565 
bffion m safe* more than FRF 3 Hfitm in operating profit and more than 
21 0,000 aaooate* In five years, we have muitipied sales by five, operating 


* We have also changed our profile, 

with Food and Management Services accounting for a lager share of or 
revenue stream, h 2000, this business wffl genaate more tow 90 percent 
of an sates and arand 85 percent of operating profit In addition we are 
becoming increasingly international In 2 800, roorelhan85perantofour 
sales wfll be made oulside franca 

# Onr debt has increased, limiting our abiSty to make new 


After three years of alliances and major aquations - Gadner Merchant, 
fertira, 5odexho Marion Service* Inc.-, Sodexho Affiance wR now enter* 
phase of araoWation. During this period, we will focus on developing 
intsnal synergy and enhancing organic growth: 


deifiloprKnt ci eaWBines of scale in Bie ojuiffly operations witii the sifltoii 
dour global netwevt To do thk we wifi reduce putfasingajsl* optima 
restaurant working method* negotiate intemaaional wftih gktbsd 

suppfe* ratafia? management sbutorc* redepfcy sales force* forge 
agreements with global astomer* eliminate redundant development costs, 
optimize new product and service development resource, and share 
nfcwbpmenl and trainiig expenses, Ihw^taowairpot^cDrnnRnty 


m w* expand efforts to share and spread innovative htea* management 
methods and qiafly program* 

• AH ore buaiesses enjoy strong potential for grawtiiespectafly Food and 
Management Senfces. We need to focus on organic growth, whose return 
on investojent exceeds 50 percent In-depth strategic studes undertaken in 
France, the US and the UK are helping us to increase sales and earnings 
fester Urey are also prowdmgmettaMogtei that wS be transferred to other 
countries. Thanks to steady, predictable growth in cadi few we will recover 
our full swestmem capacity in a Bate more than three yeas and be able 
to mate new acquisition* 

* The current year will be one of transrtioa. 

Based on oirentfy available data and in Qght of the capital increase, 
earnings per share should increase by approximately six percent in fiscal 
year 1997/1998. Oyp toe next three fiscal year* earring per stun* after 
an o ttizat m n of goodwifi, are expected to grow by an average 20 percent 
ayeat 

Since oir Company was founded m 1966, Ft has grown into an 
international enterprise, but its strategic mission has remained 
the same: 

* First, to conthuously improve cSent and customer satisfaction. This means 
listening tarefefly to Their need* tfiversifying our food sendee* developing 
a comprehensive offering of other service* and pursing our strategic 
commitment to quafity and mnovatioa 

• Second, to develop our toman capital We enaxeage the emergence 
of entrepreneurs by decentralizing dedaan making and lesponstoEty 
We instill a corporate culture in that recocpazes mfimuai performance at 
a> level* We want al our team members around toe world to take pride 
n belonging to the Sodeatoo Affiance community. 

■ Thud, to meet the expectations of our share ho ld e r* This means increasing 
earnings per share keeping you informed aid. a the extent possible, 
gating you involved in the ongoing development of yoor Company. 

lam convinced that the mutual bond of toyafty and bust between our 
customer* our employees and our shareMden w3 secure our sustamdble 
development long into the future. 

In today" s global marketplace, we daive important competitive advantage 

tirarn our indepadence our global raadt. ffie qeaaSijr of ot^ tesoBt and our 
excellent financial position. 

As you can sen orr outlook is tamable. 

On behalf of foe Board and yoursehe* I would Eke to thank aB of or many 
associate* whose professionalism, deefcation and efficiency are each day 
helping to ensrne Sodexho Aiiancefc success around the world! 

Kara Bffion 


DIVIDENDS 

The (frfldaxl for fiscal year 1996/1997 has been increased 35 percent 
to FRF 35D0 before associated tax credit {FRF 5250 mdudfog tax 
aedtt). ft wit be paid on Math 5, 1993. Total payout amounts to 
HIF2Qnffon,(nrespondmgto49pe(CE(tctianofiife&dnrtincDme 
less niaiy interests. 


* * * 


Sodexho 

ALLIANCE 

We make a world of difference 


For further information, please contact Raphael DUBRULE - Corporate Secretary 
Phone +33 1 30 85 74 74 - Fax: +33 1 30 85 M 05 - Internet : hOTi'JMwviLSCtiexIioxom 
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INTERNATIONAL CAPITAL MARKETS 


European sector sharply higher 


Morocco 

awarded 


GOVCTNMENT BONDS 

By Simon Davies m London and 
Join Lababe 2a New York 


European government bonds 
moved sharply higher 
yesterday, encouraged by 
signs of weakness in the UK 
economy and pro-European 
monetary union comments 
from Gerhard Schroder, the 
new opposition challenger in 
the German elections. 

However, the US market 
continued to weaken, this 
time on evidence of a 
pick-up in economic activity. 

UK GILTS moved strongly 
from the outset, after a 
purchasing managers survey 
suggested the manufacturing 
sector is set for recession. 
The impact was marginall y 


off-set by resurgent monthly 
consumer credit numbers, 
but the June contract settled 
up 'A at 107JJ. 

The yield spread against 
bunds also narrowed by four 
basis points to 120 points. 

Andrew Roberts, gilts 
analyst at UBS Securities, 
said: “There has been a drip, 
drip of under-performance 
against Europe in recent 
weeks. The gQts markets 
had a lot of ground to 
recover, particularly If you 
believe there isn’t going to 
be a rate rise this week." 

GERMAN BUNDS were 
unconcerned by the strong 
showing of Mr Schrttder in 
the Lower Saxony elections, 
with investors taking the 
view that he is another 
pro-business leader who will 


Fannie Mae 
expected today 


INTTONAT10NALB0NDS 

By Vincent Boland 

Speculation that FANNIE 
MAE. the triple A-rated US 
Federal National Mortgage 
Association, was to bring the 
latest of its series of jumbo 
issues dominated talk on the 
eurobond market yesterday 
and kept activity quiet. 

Fannie Mae later con- 
firmed it would be pricing 
today a $4bn three-year 
jumbo transaction, its third 
benc hmar k since January in 

a programme to raise up to 
$40bn this year. 

The new bond will be 
priced to yield between 10 
and 11 basis points above the 
comparable US Treasury. 

The agency will also add 
$750m to the $4bn 10-year 
issued in February, with the 
add-on to be priced today to 
yield 27 to 28 basis points 
over the 10-year Treasury. 

Both issues will be led by 


Lehman Brothers, Merrill 
Lynch and Salomon Smith 
Barney. As well as the exist- 
ing 10-year issue. Fannie 
Mae has also issued a five- 
year $4bn bond as part of its 
jumbo programme. It said 
demand was strong for the 
new bond. 

Most attention elsewhere 
was grabbed by IPC MAGA- 
ZINES, which launched the 
biggest sterling-denominated 
high-yield bond to date with 
a two- tranche crasm Issue- 
Proceeds will be used to 
refinance loans issued at the 
time of IPC’s £860m manage- 
ment-led buyout from Reed 
Elsevier at the start of the 
year. 

The Issue was the first 
from IPC whose titles 
include TV Times and Wom- 
an's Own, and attracted sub- 
stantial investor interest, 
according to Goldman Sachs, 
lead manager. The bank said 
the issue was three times 
subscribed with two-thirds 


do nothing to spoil progress 
towards Emu. 

The March contract settled 
050 higher at 107.79 on fairly 
active volume of 165,000 
contracts in London, in the 
cash market, the yield 
spread against 10-year 
Treasuries continued to 
widen, hitting 85 basis points 
by 6 pm. an increase of 5 
basis points. 

ITALIAN BTFS fared 
better still. David Keeble, 
European bond strategist at 
Credit Suisse First Boston, 
said: “Schroder has made 
some Emu-friendly 
comments, which is allowing 
Italy to converge, and the 
only place left for it to 
converge is at the short end 
of the yield curve.” 

The June Eurolira 


contract gained 14 basis 
points and is now 
discounting an interest rate 
of more than 1 per cent by 
June; the gap between 
two-year and 10 -year bonds 
narrowed by six basis points 
as the yield curve steepened. 
The March BTP future 
settled 0.44 higher at 11851. 

US TREASURIES were 
sharply lower by mid-day on 
the release of new data by 
the National Association, of 
Purchasing Management 

The 30-year Treasury bond 
fell 1 to 101%. sending the 
yield up to 5.997 per cent 
Among shorter-term issues, 
the two-year note was & 
lower at 991 1. yielding 5.584 
per cent The 10-year note 
lost V a to 98£, yielding 5.091 
per cent 


The morning NAPM report 
showed a pick-up in 
economic activity, a bearish 
sign for bonds. The business 
activity survey rose from 
52.4 in January to 53.3 last 
month. The closely- 
watched prices paid 
component of the index rose 
from 44.7 to 45.8. 

"The report was slightly 
stronger than expected and 
it was broad-based. There 
has also been no impact of 
Asia seen yet." said David 
Ging, at Donaldson, L uflrin 
& Jenrette. 

Of less surprise were new 
figures on personal income 
and consumer spending - 
Personal Income rose 0.6 per 
cent in January, while 
consumer spending rose 0.4 
per cent 


New international bond issues 
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of the investors coming from 
Europe. 

"The success of the IPC 
transaction is further evi- 
dence of the growing 
momentum in the European 
high yield market," an exec- 
utive at Goldman said. That 


market will get another 
boost shortly when NTL, a 
UK telecoms operator, prices 
a proposed £250m issue. 

. Another deal already 
announced - the Elbn 
Pfandbrlef from ALL - 
GEMEINE HYPO, the Ger- 


man mortgage bank, which 
was unveiled on Friday - 
was priced yesterday to yield 
eight basis points over the 
April 2004 French govern- 
ment bond. Lead managers 
were Dresdner Bank and 
Paribas. 


credit 

ratings 

By Simon Davies, 
Capital Markets Editor 


The Kingdom of Morocco 
yesterday received its inau- 
| gural ratings from the inter- 
national credit rating agen- 
cies. In a move expected to 
pave the way for a refinanc- 
ing some of its debt in the 
eurobond market. 

Peter Worthington, 
vice-president of economic 
research at J.P. Morgan, 
which advised the Kingdom, 
said: “This presumably 
marks the start of a more 
considered return to the 
international capital mar- 
kets. but the exact details 
need to be formulated by the 

new government" 

Moody’s gave a foreign 
currency ceiling of Bal. just 
below investment grade: 
Standard & Poor's put it one 
notch lower at BB. 

S&P expressed concern 
over Morocco's reliance on 
r ainf all for an agricultural 
sector that accounts for one- 
sixth of GDP. Moreover, its 
level of debt exceeds the 
median for a single B rating. 

The agency “expects 
greater fiscal tightening and 
higher growth will enable 
Morocco to continue to 
reduce its debt burdens." 

Moody's said its rating 
“reflected the government's 
strong commitment to sound 
economic policy." 

Morocco is estimated to 
have in excess of S9bn of 
Paris Club debt outstanding, 
and is expected to want to 
refinance a portion of this 
through the bond markets. 

It tapped the syndicated 
loan market last year, but is 
expected to wait until the 
Socialist-led coalition gov- 
ernment is firmly installed 
after last November's elec- 
tions before launching a 
bond issue. 


FURTHER BLOW TO JAPANESEJTM 

Daiwa Europe, 
Nikko and Fuji 

downgraded 


By Vincent Boland 


The reputation of Japans 
leading banks and securities 
bouses suffered another 
blow yesterday after the 
credit ratings of Daiwa 
Europe. Nikko Securities 
and Fuji Bank were lowered. 

These are the latest in a 
series of downgrades that 
has sharply raised the cost 
of capital for Japanese finan- 
cial institutions. 

Two weeks ago. the credit 
ratings of Bank of Tokyo- 
Mitsubishi and Dai-Ichi Kan- 
gyo Bank, the two biggest 
banks in Japan, were placed 
on review for possible down- 
grade as the country’s finan- 
cial sector reeled under a 
combination of bad loans, a 
moribund stock market, 
growing competition from 
foreign groups and racke- 
teering scandals. 

Moody's Investors Service 
yesterday cut Daiwa 
Europe's senior debt rating 
from A3 to Baa2 and that of 
Nikko to Baal from A3. It 
said the downgrades were 
due to stiffer competition 
from foreign banks and bro- 
kerage houses, and to both 
banks' alleged links with 
gangsters, which has cost 
them market share in the 
past few months. 

Standard & Poor's, which 
lowered Fuji Bank's rating 
to BBB+ from A-. said the 
move reflected the bank's 
exposure to future deteriora- 
tion in asset quality and 
higher risks from its partici- 
pation in the rescue of Yas- 
uda Trust & Banking, the 
troubled brokerage. 

S&P’s downgrading of Fuji 
follows a s imil ar move last 
week by Moody's, which also 
cited the Yasuda rescue as 


one of the reasons for the 
downgrade. Fuji's involve- 
ment could cast it up to 
YSOtra and will increase its 
stake from 3.9 per cent to 
16.8 per cent, which “could 
put additional pressure on 
Fuji's profitability over the 
medium term,” S&P said. 

Moody's announced last 
December it had placed 
Daiwa and Nikko on review 
for possible downgrade as a 
combination of scandals, 
increased competition, a 
sluggish domestic stock mar- 
ket and Asia’s financial tur- 
moil threatened the financial 
health of both groups. It said 
yesterday the rating outlook 
for both groups was nega- 
tive. 

The agency said the effect 
of the racketeering scandal 
on Daiwa would be limited 
but it had made “limited 
progress in addressing its 
core problems of reducing 
reliance on domestic broker- 
age commissions, initiating 
a forceful expense reduction 
programme, and implement- 
ing management systems 
and disciplines which have 
long benefited successful for- 
eign competitors.” 

Stockbroking commissions 
are being liberalised this 
year as part of Japan's “Big 
Bang” financial market 
reforms, and fixed commis- 
sions will be abolished from 
late next year. The move is 
forcing Japanese brokerages 
to look to fee-based income 
sources after decades of rely- 
ing on fixed commissions to 
earn big profits. 

Moody’s also cut the short 
term ratings of Daiwa 
Europe and Daiwa America 
to P-3 from P-2, and con- 
firmed Nlkko's short term 
rating at P-2. 


WORLD BOND PRICES 






BENCHMARK GOVERNMENT BONDS 
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3000 

1090900 

1.71 

-031 

+006 

-0.12 

-068 


09*17 

amo 

1070500 

124 

- 

+034 

-0.09 

-633 

Mtartaodi 

11/99 

7500 

1058900 

334 

-001 

- 

-601 

+629 


0307 

5.750 

1060100 

4.00 

- 

-602 

-0.12 

-656 

AraZetad 

02*00 

6500 

961200 

727 

-005 

-612 

+619 

-031 


HAW 

BJW0 

1073880 

668 

-033 

-0.02 

+6.14 

-are 

Bonny 

01*99 

3000 

1041000 

428 

+002 

+614 

♦031 

+646 


0MJ7 

6750 

1103500 

526 

+632 

+606 

-632 

-038 

ftefegai 

03*90 

6500 

1046626 

337 

-033 

-an 

-037 

-1.77 


«OT7 

662S 

1103845 

5.15 

- 

-031 

-0.18 

-133 

sreta 

07*90 

7.400 

1042220 

421 

+0.C1 

-025 

-612 

-1.70 


03*07 

7ft0 

1160062 

610 

-003 

-035 

-OJ20 

-181 

Staton 

01*99 

11.000 

1052940 

436 

-003 

+037 

-039 

+039 


08*07 

a 000 

1166340 

5.42 

-602 

♦033 

-0.19 

-137 

SrttzeriM 

COW) 

5000 

1072000 

128 

_ 

+605 

-022 

-630 


06*07 

4500 

1166500 

Z31 

+6KE 

+006 

-610 

-600 

OK 

08/99 

6000 

983788 

are 

-603 

+006 

+623 

+012 


11*04 

6750 

1032109 

0.16 

-607 

- 

+032 

-038 


12*07 

7250 

HB3750 

602 

-008 

-603 

-032 

-130 


06*21 

6000 

1252906 

537 

-Oft 

-031 

-030 

-1.44 

IB 

1099 

56ZS 

1000160 

561 

+003 

+031 

♦624 

-0.48 


11104 

7^75 

1113610 

670 

+0.02 

-60S 

+0.19 

-639 


ua/07 

6135 

1067110 

5.75 

+0 05 

- 

+623 

-0 80 


06*27 

6375 

1052340 

539 

+605 

-031 

+0.14 

-681 

ECU 

to *w 

4000 

99 6400 

420 

+031 

-002 

-607 

-035 


04*07 

E 500 

1064500 

603 

-002 

-034 

-014 

-035 


uwtal Kw. rm rtl-Cir Wu Wnrtw QitJiTT I+*TOI)»F1 

Yknh Loan ram anbreAranlm ywid mk nets mii k* ion etinto Mhtottng m a m w 
rat wjaMc Bf ranstteHt 


BOND FUTURES AND OPTIONS 

France 


■ SOnOHAL HttMCH BOW FUTURES [MATT) FFr500 J00 



Open 

Sezi price Change 

w 

lo* 

EstvnL 

Open Wl 

Mar 

104.13 

10433 -an 

104.16 

10331 

76212 

105384 

Jin 

10654 

103.44 -613 

10157 

10335 

4304 

22,492 

Sep 

10330 

10330 -0.12 

10330 

10239 

136 

- 

■ IQNG TBfM F3B4CH BOB) 0PTKMS (MAI?) 











Price 

Uar 

Apr 

Jun 

Mar 

Apr 

Jun 

101 

210 

157 

231 

. 

0.06 

a3i 

102 

210 

1.67 

2.02 

- 

0.15 

031 

103 

1.12 

689 

135 

602 

037 

034 

104 

625 

037 

6B3 

615 

035 

1.31 

Bt «JL DO. CMh 21222 AB 16943 Plata tors OP* Mt, Ml 86BB0 An 158306 



Germany 

■ notnhih. Gsaajw bwd futures iu to* noautt) looma at 100% 



Own 

SeOpnu 

Ctenge 

Mgh 

LOW 

Eet vA 

□pen tat 

Mar 

107.60 

107.79 

+020 

10737 

107.49 

165258 

208045 

Jun 

10731 

1D72D 

+620 

10739 

106.96 

68*18 

74198 

■ Bum FUTURES OPHOMS 0JFFE) QK250300 poKs of 10M 




SWffl 

Prioa 

Apr 

Mar 

CALLS - 
Jon 

S«P 

Apr 

May 

PUTS 

Jun 

Sep 

10700 

0.58 

665 

1.05 

133 

038 

665 

0.85 

138 

107SB 

0.32 

0.60 

0.79 

1.01 

662 

090 

1.09 

130 

10800 

0.16 

040 

038 

032 

036 

130 

1.38 

Z17 


M-w.ttn.oas 15TO cm U70. fen ours reap Qfc man fob itoz 


■ wonomu. berw ihmp (bobu rjtuhes pth; owaomo mottw 01 100% 



open 

Sett price 

Change 

rtgn 

Uw 

Eat ml 

Open blL 

Mar 

1D5S1 

105.56 

+036 

10538 

105.44 

87331 

208316 

JM 

10531 

10534 

+606 

10637 

105.14 

34.355 

45.079 


■ KOTHMAL GBMAJI B08L FUTUBES (UFFE)' DM256000 1000B 01 IO0» 


Open Sea price 

Change 

High 

Lnr 

Eft wl 

□pen mt 

Mto 

105. S3 10535 

+ooa 

10633 

10647 

2386 

5052 

Jun 

105.17 10532 

+608 

105.17 

105-17 

1 

431 

Italy 







■ WmOHAL tTAUAH B0VT. BOND ffJTP) FUIWES (UfTEy Ura 200m lOOtttt o( 100% 


Open Settpnce 

Change 

mm 

LM 

Eft m 

Open ft. 

Mar 

11835 11831 

+644 

11834 

11644 

71959 

82656 

Jun 

11835 11838 

+6.46 

118*63 

11613 

51182 

64084 

■ ITAUM GOUT. BOKO [BTP) FUTURES OPTOBS (UFFE) Ua200m IDOOis Ot 100% 

Shift 


_ 

"" 1 


■ HC — 





■ rvia 


ftice 

Jun 

Sep 


Jun 


S«P 

11BSO 

1.10 

1.84 


1.02 


136 

11900 

684 

1.40 


136 


132 

11950 

062 

1.19 


134 


ill 


E art bet C* 3367 Puts 135*8. Prwwus Oft ppm «, Dfc 35139 Pitt WZ77 


10 YEAR BENCHMARK SPREADS 


Mar 2 

Bid 

nets 

Spread 

us 

Bumfs 

Spread 

va 

T-Bonds 



Bid 

tad 

Spread 

w 

Bwb 

Spread 

vs 

1 -Bonds 

AiEDBiia 

6.00 

+136 

♦332 

New Zealand 

638 

+136 

+1.20 

Austria 

5.02 

+3.10 

-0 66 

Noreoy 


536 

+334 

-0.42 

Bsffltoini 

500 

+338 

-668 

Portugal 


5.15 

+033 

-0.53 

Canada 

651 

+3 59 

-617 

Spate 


610 

+3.18 

-658 

Danmaric 

533 

+3.31 

-645 

Sweden 


5.42 

+350 

-626 

flrtand 

4.33 

+■0.01 

-3.75 

Swaavtand 

Z61 

-ill 

-2J7 

Franca 

435 

+603 

-0.73 

UK 


632 

+1.10 

+634 

Gannany 

4.B2 

- 

-0.76 

US 


538 

+0.76 

- 

Head 

618 

+338 

-650 

ECU 


502 

+3.10 

-666 

Hy 

532 

+630 

-0.46 

Sons MnxSn CtaFI mttnfcn 


Japan 

1.71 

-331 

-337 

law uotta ■ Hew Yirt cn**fl 


Netherianda 

4.00 

-602 

-0.70 

Anoiised ta ure 




EMERGING MARKET BONDS 











Days 


Spn) 


Rad 

SAP 

BM 

HO 

eftge 

cbge 

« 

Mw 2 

date Coups Rating 

P*8 

tad 



US 

■ snore 









Cntaa 

02/02 

7.000 BOB- 

950547 

849 

-335 

-321 

+288 

Ptdand 

07/04 

7.125 e 

IBB— 

1013421 

6.74 

-605 

+614 

+13B 

nagtt 

06/07 

10000 1 

S- 

92.6522 

11.19 

- 

-676 

+532 


irURMUBWA 


Aipartona 

09/Z7 

9.750 

BB 

892800 

930 

-036 

-3.16 

+384 

dva 

05*27 

10.125 

Bfr- 

968000 

10.47 

-603 

-033 

+4 51 

Mm 

05*26 

11500 

BB 

1223000 

621 

-604 

-638 

+322 

■ Asia 









CNna 

07AJ6 

7 750 

888+ 

1033007 

7.12 

+333 

+aoi 

+1.46 

mtouhtos 

10*16 

8.750 

BB+ 

953276 

921 

-606 

-698 

+3.41 

Thatend 04te7 

■ PflHCArttoWU EAST 

7.7S0 

8B8- 

915104 

681 

-60S 

-Ml 

+3 14 

Utehcn 

07*00 

9)25 

BB- 

1(0.7600 

7.TB 

*6W 

- 

+.2.22 

South Africa 

10*06 

8375 

BB+ 

983462 

8JS0 

-0.05 

♦334 

+203 

Tatar 

09*07 

10.000 

a 

99.2860 

10.10 

+331 

+329 

+4.43 

WWMPfBMDS 

■ 







Argantua 

03*23 

5500 

68 

75.5000 

631 

•433 

-004 

+241 

Brasl 

04/14 

4300 

08- 

815500 

6B4 

-007 

-3X8 

+3B7 

Msafco • 

12/19 

0250 

88 

844993 

7.73 

-03S 

+604 

+139 

Vauzuete 

03/20 

6.750 

B+ 

657300 

8.15 

+601 

+3.00 

+629 


Spain 


■ WTKMM. SPANISH BOND FUTURES (MffF) 



Open 

SOI price 

Change 


tow 

Eft WL 

Open ft 

Mar 

108.75 

109.01 

+036 

1 09.04 

10835 

67J13 

106.142 

Jw 

(063Q 

10839 

+627 

10663 

100.25 

4396 

14387 

UK 








■ MOnONAL 5 YEAR GILT RmffiES (UFFQ fTOO.OOO 1000WO* 100% 




Open 

Salt price 

Change 

Ktf> 

in* 

Eft Wl 

Open ft 

Jun 

10231 

10219 

+619 

10219 

10201 

2022 

4159 

■ NOTIONAL IK GBJ HJTWKS (UFFE)" E503OO 32nd* te 100ft 




Open 

SeC price 

Dongs 

Wtfl 

tow 

Eft W 

Open htt. 

Mar 

122-17 

123-02 

+0-16 

12343 

122-16 

4499 

38574 

Jun 

106-31 

107-11 

+3-16 

107-12 

106-24 

59528 

172618 

■ LONG GUT R/TWffS OPDOItS 6»TB E56000 fi+tna O* 100V, 




SMB 

Price 

A<r 

May 

CALLS - 
Jun 

Apr 

May 

Jun 

187 

0-51 

1-10 

1-24 

0-29 

042 

142 


0-21 

0*42 

0-56 

043 

1-20 

1-34 

in 

048 

624 

3-34 

1-50 

242 

2*12 


Ed. ■& war, cav 197* Fan 708- rum mfi apn ml CfcE 27S5* flat 1/133 


US 

a ns TTCAsmsgronmBgsff^yipgimaaiisgi ioro 



Open 

Latest 

Change 

Mgb 

to» 

Eft oft 

Opaa M_ 

Mir 

120-25 

120-15 

4-10 

120-Z7 

120-12 

145309 

296355 

Jun 

120-16 

12348 

-047 

120-18 

12042 

637386 

396324 

Sep 

119-27 

12042 

- 

119-27 

119-28 

1344 

47,902 


Japan 

■ WITOHAL LOME TO JAPANESE BOW. BOMB WTUBB (UFFE) YIQOm lOOWa nf 100% 

Dpon Case dengo Ugh Lew Ed. wS Open ft 
Mar 12977 12182 128.74 1995 nto 

JuD 129.45 129.49 12943 2180 nfe 

■ UFFE Htea <*» (nfed W API m Opea wens DDL » tt punas (tor 


Ecu 


■ ECU BOND Rmwa (MATff) Ecwoomo 


Open 

1 Sdi|ifca 

Chaige 

Hgh 

tow 

Esl vm. Open im. 

Mar 10338 1(032 

-4.12 

103.44 

103-26 

196 70.765 

US CORPORATE BONDS 

Red S 8 P 

BU 

BU 

Day's 

cw 

MJl'9 

ftge 

Spill 

V 

Mar 2 

/tatn 

Coopn 

Bating 

pnee 

yield 

1« 

T« 

Govts 

'iftSuma.*." 

Pac Bad 

07*02 

7JS 

M- 

13U43 

60S 

4.04 

+0.03 

4.47 

WTTft 

08/25 

7.00 

Ar+ 

993035 

706 

-602 

4.02 

+1.74 

CWE 

05*08 

8.00 

B8B 

109 4343 

670 

4.02 

402 

+101 

•'ftOwnAu T. 

GECC 

05*07 

675 

AAA 

117^836 

8 79 

4.03 

406 

450 

Banc One 

oaflE 

7.25 

A+ 

1019824 

6.20 

404 

414 

■459 

US West 

01/U7 

730 

B8S+ 

105.4785 

8.47 

406 

424 

+678 

■ BBB5Jja«3 









WMXTech 

04/99 

6 25 

Bee 

99.9058 

633 

404 

4.16 

+633 

Wal Mart 

05/02 

6.75 

AA 

102.4303 

aoe 

4.16 

412 

4.47 

Dayton Mid 

06*21 

970 

688+ 

13T4269 

6^5 

401 

412 

+1JJ3 

.Et'MOOEE.'J 

FHLMC 

04/07 

7.14 

m 

KB. 1462 

536 

406 

4.05 

427 

SLMA 

03*00 

7-50 

N/A 

103,2957 

574 

402 

4.09 

+618 

HWA 

02/18 

695 

N/A 

1368946 

622 

404 

405 

430 

FFCB 

06*06 

695 

M*A 

119.3471 

594 

408 

4B6 

425 

■ ■SIVBM.': 
Stone Com 

02*01 

988 

B 

1013)000 

060 




AKSU 

1241 

913 

BB- 

106.0000 

om 

- 

- 

- 

Pacatta 

06*04 

1675 

B- 

995000 

000 

- 

- 

- 


WfcfcQ.StoiM&fWvittnn'MttttM-anaiOWG. Sn»fc totoradhc OwffT wsratav 


US INTEREST RATES 


Latest Treasury Bits and Bond Yields 

Orb mot* - Tan ys» 

Mw rato — IH2 Tun nonh - Tine yes 

Broker tan raft 71i Tbm mot* 5JZ FHa yw 

FaUmito - Si fib morift 531 lO-year 

FWJuids 0 I nte va nttm On year &4I 30-yen 


557 

557 

582 

556 

S.96 


INTERNATIONAL BONDS 


1*2 

Bed 

Mi 

Cmn< 

SAP 

Rating 

BM 

price 

BKJ 

>u 

(toys 

chpa 

rid 

ums 

enge 

W 

Spread 

» 

Goals 

■ auto mi . 

BB 

02/07 

5 750 

AAA 

1056600 

4.95 

403 

415 

4.11 

Spain 

01*07 

sreo 

AA 

105.1000 

5.02 

ra 

4.14 

4.1 B 

PnJuMOrrts 

03AM 

5375 

A 

107-5600 

5 07 

-003 

411 

4.53 

Finland R9J 

09AC 

3820 

AA 

1006215 

3.91 

4 02 

-608 

427 

■ BfflOFFR 








' 1 

Austria 

01/M 

5500 

AAA 

104.1600 

4.87 

4U1 

412 

4.13 

Atony K31 

32/04 

6000 

AA 

TOG OOOO 

4X2 

- 

408 

4.28 

Cred Frmda 

02/M 

9.125 

A 

12D3S0Q 

508 

4.P2 

4.13 

434 

3CIFRW 

(2*01 

3750 

AA- 

99 7812 

4.11 

- 

-607 

- 

■ BIRO URA 

B8 

02.-07 

7.0WJ 

AAA 

1113000 

524 

4.02 

4.19 

410 

Abbey Nat 

02/02 

6.800 

AA 

106 6000 

492 

404 

415 

+021 

WaK Ouray 

oatea 

6625 

A 

107.5500 

5.04 

4.08 

411 

'4.43 

BB FTW 

03*01 

5.825 

AAA 

100.0389 

44 a 

409 

424 

413 

■ BJH0E 

BB 

12/07 

7.625 

AAA 

109 3913 

630 

407 

401 

' ' 

+021 

Dresdner Bfc 

72*07 

7.750 

AA- 

108 2000 

6.84 

4177 

401 

473 

British Gas 

03*00 

7625 

A+ 

1060370 

7 71 

407 

4.12 

4J6 

Abbey Nat FW 

02*02 

7.713 

AA 

100.0699 

628 

4.07 

4.07 

413 

■ BBSS • 

BB 

04/07 

7+50 

AAA 

1085004 

601 

406 

41T 

4J4 

ABN Ann 

06*07 

713 

AA- 

1W.9321 

6 41 

4.05 

+601 

474 

Quebec 

01*07 

7 000 

A* 

103.8098 

6.43 

405 

412 

476 

Ctecurp FUN 

02/04 

5.734 

A+ 

99 7799 

5.79 

4.33 

421 

414 

■ EURO CS 

Bayer L4K 

08AM 

9500 

AAA 

119.1708 

5.83 


403 

423 

Toronto 

asm 

6500 

AA+ 

1I3B482 

5.78 

+602 

413 

4.18 

BeB Canada 

07*99 

10.M5 

A+ 

1062385 

5.68 

4.02 

4.13 

+1.00 

Deutochs BFflN 

00*02 

5675 

AAA 

101 3828 

653 

403 

408 

+603 

■ BJRO mi 

World Bank 

03*02 

5250 

AAA 

1162309 

1.13 

407 

412 

+021 

Spam 

03*02 

5 750 

AA 

1186559 

1.16 

401 

414 

434 

CredPonaer 

08AE 

4 750 

A 

113.1230 

1.65 

401 

412 

473 

Italy FRN 

07/90 

6797 

AA 

1063409 

633 

4/J2 

4.12 

469 


Saw ttoBcttm uaaFT tataman 
SBnM £ 1W» riSfts Ytttt Lota ratal sa«tanv*msfcM b*» 



FTSE Actuaries Govt. Securities UK Indices 


Price bdKK 

Mon 

Days 

Ffl 

Accrued 

«f a0| 


- Ura cuonan yield - 

-Mtttonp coupon Meld- 

-Wl coupon yfcW — 

UK GHs 

Mar 2 

change % 

Feb 27 

htaresi 

ytd 


Mar 2 

Feb 27 Yr agu 

Uar 2 

Feb 27 

V r ago 

Mar 2 

W> 27 

Vr. ago 

1 Up to 5 years (191 

11936 

012 

11681 

614 

1.89 

5yre 

623 

5.23 694 

632 

638 

7.01 

6.36 

6.41 

7jQS 

2 5-15 years <20» 

161-54 

0.42 

160 86 

255 

151 

15 yn 

599 

605 741 

etc 

608 

7 39 

613 

6.18 

7.35 

3 Owr 15 yeas (5) 

1B697 

6B1 

137.77 

278 

1.14 

20 vis 

5.99 

6 05 7 48 

600 

B 06 

7.43 

613 

6 17 

720 

4 irredeemables (4) 

247.00 

064 

245.42 

359 

1.07 

lired t 

6.13 

6 17 755 







S M state vOk 

153.96 

636 

153 41 

248 

166 

















— Mtflfon 5K — 


Inflation 10% — 



Mn4Uud 







Mar 2 

Feb 27 Yt ago 


Uar 2 

Feb 27 

to. 39a 



6 Up to 5 yearso 

71603 

0.O4 

215.M 

258 

0.00 

Up to 5 yrs 

272 

272 308 


1.95 

1 95 




7 (her 5 years (10) 

218.70 

026 

21613 

102 

1.85 

Over 5 yrs 

296 

2.08 3 44 


2.75 

2 #7 

123 



8 M stocks (12) 

217.31 

024 

216 7B 

1 16 

167 










Anage graa ndanoxn |Wn m ami Uk. Canon Same. to*, mum ueoun- avilFaV Mgir 11% ad cm. 1 na 1 ua pa raa n<bti 


FT Fixed Interest Indices 

Mar 3 tea te 26 fed 2S Fa 24 


w 100 Htfl* tow 


M 2 ten fax fens te!* ttagi ten- 

Gtt.MX.fUI) 103.56 10303 1(0.32 1(033 103 36 358* 104.10 03 31 Rud Men* 13989 139 85 140 04 li?i? 13946 119.64 14004 115.32 

C TOE lx |» M ttftt nzenrA. ‘ b 1397196 Gmotmn Sccs*es Ugh m cnm»UHn >27 40 im win Bwn'7** twn non m» aa 

aHttbWC 1*00* CMKflB KM SO S3 KOOf/75) Mb 100: eowmad Snomte iyia/36 ana FMM Matt 192& S l adMy nfer. PS** 197* 


UK GILTS PRICES 


rid- .Si 

M PittC^or- ngh 


Um 


Nn» 


ytm . 

W Beil Meat - *- 


..52fcB>. 
Htfi LM 


Mbs 


Ytt- _Sneric. 

HI ClPnat *tr- Hgi Ufe 


Sucre- Um Wto Urn rmn 

TMS4Vpcl99att.._. 358 755 H6JJ 11«1 

Tn«71*BCl09ett._. 7.2S 7 2S lOD ... IOTA 

TlMIS'acW 14 80 7 02 1B4JI — 113SJ 

EMdl 12pc 1998 1161 7JE I m _ 108!] 

Tt«VjlKl9a8tt 951 596 US, 1 . — I&A 

TremFUjIbts - -lOO** — 

EjbJi 12^1999 11. S3 65B IOSTb ITOfl 

1im10>2fK I93B 1008 m IMi -ft 1D7U 

Titajfipc7999ft 60S 676 99 -i 9S& 

Qnt 1IH*pc 1991 671 6JS 105)! *A 10BJ 


Tore 1 1 ij0C 2001-* 

M3}} TiESiopeTDo* 1 

100 Fw*nD3>2K 1998-4... 

1WU 

urn* Tree 8 Vpc 2004# 

Caw aijpc ans 

100A Eail UW;DC 200i. Xj 

1051! Ties 1 2*jpc 2003-5 ..... 
101/, Trealijpcaxs#. 


ID IS 
842 

382 

<186 

OJM 

739 

835 

m 

7C 

7B4 


661 HV( 
632 T18!i 
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CURRENCIES & MONEY 


Tokyo officials seek another stimulus 


By Staton Kuper 


The yen rose yesterday after 
a chorus of Japanese offi- 
csals called for a new fiscal 
stimulus package, 

Taku Yamasaki, policy 
chief of the ruling Liberal 
Democratic Party, asked the 
government to push forward 
public works spending to the 
first half of the next fiscal 
year, which starts in April. 
He was also quoted as call- 
ing for an additional public 
works package after the reg- 
ular budget for 199&-1999 
passes the Diet, probably on 
about March 20. And be said 
that postal savings and 
insurance funds should be 
made available for direct 
purchases of shares. That 
would boost the stock mar- 
ket and probably the yen. 

Eoji Qmi, h ea d of Japan’s 
Economic Planning Agency, 
hinted that the government 
would indeed try to stimu- 
late the economy after the 


regular budget had passed. 
“You couldn’t get me to talk 
about adding a supplemen- 
tary budget even if you 
Prised my mouth open." he 
said. "But ultimately we will 
not disappoint the Japanese 
people and the' financial 
markets." Seiroku Kajiyama, 
a senior LDP politician, 
argued that public fdnds 
should be used to stabilise 
the ^ financi al sector, calling 
for “steps which would have 
an impact on markets." 

The Nikkei stock average 
jumped more than 2.5 per 
cent yesterday, helping the 
yen rise Y0.8 against the dol- 
lar. It closed in London at 
YI25.5. The Japanese cur- 
rency had performed even 
better in Asian trading, but 
declined after the US 
National Association of Pur- 
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c hasin g Management manu- 
facturing index for February 
emerged stronger t han 
expected, behaving as if 
there were no Asian eco- 
nomic crista. MiehaeT Rosen- 
berg, global head of fixed-in- 
come research at Merrill 
Lynch in New York, said 
that the fail in US market 
interest rates, prompted by 
the crisis, had helped compa- 
nies shrug oft the worst 
effects of the very same cri- 
sis. The dollar softened 0.3 
pfen nig* against the D-Mark 
to DM1JK12. 

■ Avinash Persaud, global 
head of foreign exchange 
research at JJP. Morgan in 
London, warns of “package 
fatigue". Japan has produced 
four economic stimulus 
packages since October with- 
out noticeably stimulating 
either its economy or the 
yen. A new significant pack- 
age is “highly unlikely”, 
says Mr Persaud. 

Yet whenever officials 
start talking about a new 


WorfMJi#.''-: • *£Yenj»r deter 



package, the market buys 
the yen. Mr Rosenberg says 
this is chiefly because inves- 
tors bold very little yen. and 
are thus easily panicked into 
raising their holdings. 

However. Gerard Lyons, 
chief economist at DKB 
International in London, pre- 
dicts a large stimulus pack- 
age. Once this year’s tight 
budget has passed, the gov- 
ernment will be able to let 


the economy off the leash a 
little, he says. After all, the 
“Maastricht treaty" that 
Japan has signed with itself 
gives it until 2003 to cut the 
budget deficit to 3 per cent 
of gross domestic product. 

Mr Rosenberg says: “I'm 
sura Japan is going to do 
something. The issue Is 
whether it is going to do 
enough to turn the economy 
around.” Mr Lyons agrees. 
He says that even the stimu- 
lus be expects will be too 
small to achieve that. 

■ Eddie George, governor of 
the Bank of England, is 
doing his best to keep the 
market awake at night- On 
Thursday, the bank's mcrae- 
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tary policy committee will 
announce whether it is rais- 
ing base rates or not The 
decision,' says Mr George, 
will be a “very finely bal- 
anced one”. In January the 
committee voted 5 to S to 
leave rates unchanged. This 
month, surely ws will not 
see a 4-4 draw? 

Certainly the economic 
evidence seems to be pulling 
both ways. The UK purchas- 
ing managers survey for 
February showed that manu- 
facturing growth fell to Its 
lowest rate since May 1996, 
with export orders down for 
the second month running, 
chiefly due to the strong 
pound. Yet in January con- 
sumers continued to borrow 
blithely. 

The UK money market 
appears bewildered. The 
March 1998 short sterling 
contract responded to the 
plethora of news yesterday 
by closing unchanged. It 
seems to be pricing in about 
a SO per cent chance of a rate 
rise. What is a Bank to do? 
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COMMODITIES & AGRICULTURE 


Oil awaits 
decision on 
Opec meeting 


WURfOETS .RBPOFTT _ 

By Robert Corzsie 
and Philip Coggan 

The focus in world oil 
markets ‘yesterday was on 
the Organisation of Petro- 
leum Exporting Countries, 
which is coming under 
increasing pressure to call 
an emergency meeting to 
consider output cuts. 

But in the absence of any 
definitive moves oil prices 
drifted for much of the day. 
The bellwether Brent Blend 
for April delivery was 
quoted at around $14.21 in 
late trading on the London 
International Petroleum 
Exchange, just 4 cents above 
Friday’s close. 

Opinions are mixed as to 
whether an emergency Opec 
session is desirable. Isa al- 
Mazidi. Kuwait's oil minis- 
ter, was quoted yesterday as 
saying that Opec ministers 
could meet as early as March 
1G. when the ministerial 
monitoring committee of the 
exporters group is due to 
hold its next regular session. 

Saudi Arabia and Iran at 
the weekend repeated their 
concern about price trends. 
But there remains scepti- 


Georgia takes a fresh look at tea production 

A German group has revived a once tarnished industry in the former communist region 


cism in the markets as to 
whether Opec ministers can 
agree on the deep cuts in 
output that many analysts 
believe are needed to reverse 
present bearish trends. 

A recent report by Saudi 
American Bank said Opec 
would have to cut 2m barrels 
a day in order to push prices 
back to the level they were 
at before last November's 
Opec meeting in Jakarta. 

On the London Metal 
Exchange, gold failed to 
break through $300 on the 
back of renewed rumours 
that central banks might be 
selling bullion. The after- 
noon price “fix” was 55298,35 
an ounce, compared with the 
morning’s level of $299.75 

The silver spat price, 
which rallied on Friday, 
inched further ahead to $6.62 
an ounce on the back of 
optlons-related buying. Base 
metals were fairly quiet. 

White sugar on the Lon- 
don International Financial 
Futures Exchange gained 
$3.10 to $27450, but its rally 
from last week's four-year 
low was seen as a correction 
to a longer-term downtrend. 
Buying by commodity funds 
was said to be offset by sell- 
ing from producers. 


T ea production is enjoy- 
ing something of a 
revival in the Republic 
of Georgia. After the indus- 
try's reputation for quality 
became tarnished in the 
1970s, German group Martin 
Bauer has updated produc- 
tion methods and increased 
output, with the intention of 
tapping the vast market for 
tea in the former Soviet 
Union region. 

Since entering the Geor- 
gian tea industry in 1995, 
Martin Bauer has invested 
$20m on modernising Geor- 
gian production. The com- 
pany now produces almost 
65 per cent of the country's 
tea. 

The high-quality tea 
i leaves, picked in the sub- 
tropical region in the west of 
the country, are sorted and 
refined at one of the 30 facto- 
ries owned or operated by 
Martin Bauer. 

The tea is then sent to 
Moscow where, in co-opera- 
tion with Van Rees, tea mer- 
chants and processors, it is 
bought by distributors and 
sent throughout Russia. 

Tea Is a staple in Russia 
and the former Soviet repub- 
lics - Russians drink 160,000 
tonnes annuall y - a market 
worth $450m a year. 

The plant was introduced 
to western Georgia by a Rus- 
sian trader in 1887. and the 
climate proved perfect for 
cultivation. 


Mixed fortunes 

Raflned Georgian tea row wnaj 
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Georgians grew tea on a 
small scale until the Bolshe- 
vik revolution, when the 
communists, who could not 
afford to spend hard cur- 
rency on imports, increased 
the number of plantations 
and built sorting plants. 

The low tea bushes that 
cover the rolling hills of 
western Georgia quickly 
became crucial to the 
region's economy, where 80 
per cent of the area’s infra- 
structure and almost all jobs 
are tied to tea. 

By the 1940s, about 46.000 
hectares were under cultiva- 
tion and Georgia was supply- 
ing 95 per cent of the tea 
drunk In the Soviet Union. 

The best tea was harv ested 
during the 1930s, when the 


Stalin regime ensured harsh 
punishments for poor qual- 
ity leaves. 

However, tbe industry' lost 
its good name in the eco- 
nomic plan-driven era of 
Soviet leader Leonid Brezh- 
nev during the 1970s, when 
quality of tbe product was 
such a low priority that tea 
was harvested with machin- 
ery that swept up everything 
in its path instead of the tea 
being hand-picked. 

N o one cared about qual- 
ity then.” says Konst- 
antine Beridze, area 
manager for Martin Bauer. 
“It was more important to 
fill tbe plan than pay atten- 
tion to what was going into 
the box.” 


“ Sewn uweraeof tags lor Gaoraa 

Convincing Russians to 
buy Georgian tea again bas 
not been easy. Falling stan- 
dards in the Soviet Unions' 
final two decades made the 
tea undrinkable. And. after 
the collapse of communism. 
Russia's market opened up 
to better quality tea 
imported from India and 
Ceylon. 

However. Martin Bauer's 
emphasis on high standards 
has helped it carve a niche 
in the Russian market- The 
company produced 4,000 
tonnes of tea in Georgia in 
1996 and last year it sold all 
the 6.000 tonnes it produced 
in the country' at between $) 
and $1.50 a kilogram. 

The company expects to 
produce 10.000 tonnes this 


year, and hopes eventually 
to reach 20.000 tonnes a yeru* . 

"We’ve already made a big 
difference in the quality of 
the tea." says David Dunt- 
badze. director of Martin 
Bauer Georgia. It has 
replaced the Soviet era tea 
factories with Italian equip- 
ment and rejuvenated west- 
ern Georgia's rundown and 
weed-infested plantations. 

Last year, it spent $500,000 
on new equipment for the 17 
factories it owns, and plans 
to spend another $2m retool- 
ing the factories with better 
rollers in order to get higher 
quality leaves. 

T he company maintains 
high standards by hand- 
picking tbe leaves. It 
employs 30.000 people in the 
harvesting season and tbeir 
activities represent up to 60 
per cent of the income of 
regional budgets. 

In February. Martin Bauer 
launched new packaging, 
"with a strong Georgian 
tbeme that will not scare 
away tbe customers”. Mr 
Dumbadze say's. 

Last year. Martin Bauer's 
tea was sold only in neutral 
packages, so Russian con- 
sumers would not be able to 
identify the tea's origins, but 
tbe new packages will cele- 
brate the tea's Georgian ori- 
gins. 

Selina Williams 


European environmentalists seek more funds 


By Alison Maitland 

Countryside organisations 
across Europe are to press 
the European Commission 
for a huge increase in fund- 
ing for environmentally 
friendly farming. 

The UK's Countryside 
Commission will present 
Frans -Flschler, EU farm 
commissioner, next Monday 
with a call from sister organ- 
isations in 18 EU and east 
European countries for the 
farm budget to be weighted 


COMMODITIES PRICES 


more towards the environ- 
ment in reforms of tbe Com- 
mon Agricultural Policy. 

The Countryside Commis- 
sion, an adviser to the UK 
government, said the policy 
had been agreed by exports 
at a conference last week In 
Konstanz, Germany. 

The countryside experts 
called for more funding for 
agri-environment pro- 
grammes, which became 
compulsory at the time of 
the 1992 CAP reforms as a 
way of repairing some of the 


damage caused by decades of 
intensive farming. 

The schemes' objectives 
include cutting use of fertil- 
isers and agrochemicals, 
grazing fewer animals per 
hectare, maintaining aban- 
doned farmland, improving 
traditional landscape fea- 
tures and allowing greater 
public access. 

Less than 4 per cent of tbe 
annual CAP budget of 
Ecu40bn is spent on average 
on such schemes, with wide 
variations between member 


states. Schemes are jointly 
funded by Brussels. 

Malcolm Smith, senior 
director of the Countryside 
Council for Wales, which 
helped organise tbe confer- 
ence, said Europe had to 
prove to its trading partners 
that real environmental ben- 
efits would result from funds 
going into agriculture. 

“We want to see key 
resources, like water and 
soil, protected, new habitats 
created, existing habitats 
managed properly.” 


Member states have intro- 
duced agrl-environmental 
measures at different speeds. 
Germany. Austria and Italy 
together account for 70 per 
cent of total EU spending on 
such measures. 

Austria spent 30 per cent 
of its CAP money on “green” 
programmes, while the UK 
spent only about 1 per cent. 
In spite of having led tbe 
way in developing innova- 
tive and well-targeted 
schemes, said tbe Country- 
side Commission. 
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Indonesia 

closes 

Balongan 

refinery 

By Sander Thoenes 
in Jakarta 

Indonesia has shut down the 
Balongan refinery, which 
produces 12 per cent of the 
country's oil, after a 
mechanical failure. 

The refinery, which has a 
capacity of 125,000 barrels a 
day, is run by Pertamina, 
the state oil and gas monop- 
oly. and is unlikely to reopen 
until tbe end of March 
because of difficulties in 
obtaining spare parts. 

The country has sharply 
cut exports of crude in 
recent months and diverted 
the flow to its refineries to 
allow it to cut imports of 
crude and refined ftiels, such 
as kerosene. It sells the fuels 
at a heavy loss because of 
tbe collapse of the rupiah. 

The decision has meant 
Indonesian refineries have 
been processing an oil mix 
for which they have not 
been designed. 

Indonesia's refineries had 
been set to run at 100 per 
cent capacity, or 1.05m b/d, 
until at least the end of 
April. Balongan includes a 
catalytic cracker that usu- 
ally produces 83,000 b/d. 
enabling it to export gaso- 
line and naphtha. The shut- 
down should boost imports 
of some fuels and cut 
exports of gasoline and 
naphtha but also free up 
crude for exports. 

Estimates for Indonesia's 
production of crude oil in 
January range from 1.34m 
b/d to i.42m b/d. Pertamina's 
export allocations of Its four 
main crudes have fallen to 

66.000 b/d in February from 

225.000 b/d in October. 

Pertamina's difficulty in 

obtaining spare parts could 
be the result of widespread 
rejection of Indonesian 
letters of credit by foreign 
banks. Pertamina has in 
recent months failed to pay 
some of its partners in joint 
production projects, harming 
its credit 
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DM 367.75 +2.25 37200 36620 1.683 6566 

mar 374.75 +125 37600 374,75 3 467 

Total 440(2 9(081 

■ MACE tBT (5000 I* rate oeetaSgta tatMl 

Mar 26500 +400 266.50 28100 25093 20.438 
Hay 274.75 +450 27600 27025 27045121030 
JM 28175 +500 28325 278.75 13,162101009 
Sep 28300 +500 28500 278.00 1048 16061 

Dec 28425 +4.75 28600 27900 7.752 67096 

Mar 29025 +425 2922S 28800 360 4,499 

Total 76442 334022 

H BARLEY UFFE (1 00 tonnes; E per lunm) 


COCOA CSCE 11Q tonnes; Sftonresl 


■ LEAH H0(X CME (AQ.MMb: i 


19063 101067 


Mar 

7305 

-0,75 

_ 

- 

•fay 

75.50 

-0.75 

- 

280 

sot 

7505 

-0.75 

- 

7 

Hnr 

77.75 

-0.75 7800 7800 

11 

397 

Jan 

79.75 

-0.75 

- 

72 

Total 



nta 

n Ar 

■ SOYABEANS CBT (50OObu mire ceetsffidl) ImsIkO 

Uw 

651 00 

-100 680.00 65005 13071 

9064 

May 

B57.00 

-105 665.00 655.00 34086 51052 

Jul 

862.75 

-1.00 67100 681.00 10,189 39080 

Ang 

S30O 

-105 67100 68300 

205 

6015 

Sap 

6S30O 

- 658.» 65300 

105 

1.105 

Hoy 

64805 

+0.25 65400 84700 

1047 17023 


H SOYABEAN 0B. C8T (BO.OOMm: certt/ig 

MU’ 3660 -028 2705 2640 4232 6.119 

May 2683 -035 2339 26.66 13004 64.771 

J* 2705 -028 27.47 2697 4010 39036 

Aug 2608 -0.34 Z720 2605 236 6.153 

Sep 2673 -027 27.00 2605 213 2087 

Oct 2645 -025 2650 2640 233 20TO 

Total 2W1 129707 

■ SOYABEAN MEAL CBT (100 tans; SAW) 


Mir 

175.4 

-0.9 

1775 

1750 

55*0 14003 

May 

1770 

-0.4 

180.0 

1770 11026 51089 

Jrt 

1610 

+00 

1620 

1800 

4028 31051 

Aug 

1820 

+ft2 

1845 

182.6 

991 10009 

SOT 

184.0 

+00 

I860 

1845 

188 7.717 

Ota 

1850 

-00 

1875 

i860 

32 27-W 

Total 





23014 130009 


■ POTATOES LUTE (20 mines, E per tame) 


afar 

70.0 

_ 

- 

- 

- 

- 

Apr 

BiO 

-05 

660 

65.0 

30 

922 

May 

74 0 

-10 

740 

730 

23 

219 

Jan 

sao 

-1.0 

- 

- 

- 

- 

Nm 

600 

- 

- 

- 

- 

- 

ToW 
Ml Htt 

JGHT |BF 

FEJQUFf 

EffJIM 

tDdaR potari] 

art 

1 

nta 

Feb 

1051 

+0 



_ 

196 

Mar 

1128 

-32 

1150 

1130 

16 

467 


1190 

-20 

1205 

■H90 

6 

ESS 

M 

1023 

-12 

re» 

— 

— 

196 

Oct 

1180 

_ 

- 

- 

— 

121 

Total 

due 

Pm 



2B 

1.4M 

BH 

1068 

1680 






PULP AND PAPER 

■ PULPS OMUC (USS;2« air dry tors) 
Sad Bays 



price ctraoge Wgti Lflta 

fat 

tat 

Mar 

49200 

-200 +9700 <9200 

83 

428 

JOT 

51B0D 

+205 51950 5iam 

28 

475 

Total 



111 

903 


HnOHES DATA 

ab bans Has bf CMS 


Wool tan Meant & CO 

Auctions sound trie world bvugM weedy 
prices laa meek but there was no quaaaon 
of e return to trie merino-tad H np rowtnem 
earlier tnis month. Trie mam Australian 
eastern market indicator dosed 22 cents 
down at 638 Austrian cento a ho: the 
western market indteatof ended at 509 
cents, 3 cents down. The main New Zea- 
land maricat indicator was 4 cents Hotter at 
4i7 cents, but th» was tmm a seasonal 
low. 

Tea 

Tha London Tea Auction to new fartnighUy. 
The neat report w» appear an March 10 


1584 

-6 

1605 

1585 

22 B3 

Apr 

46.700-0025 49075 48 ISO M2? 

10096 

1604 

-ID 

1619 

1599 5,179 34012 

taai 

57.675 - 58050 57025 2.197 

11.339 

1634 

-9 

1648 

1029 

345 11.469 

Jol 

57.925 -0.025 58.350 57025 

843 

4.130 

1661 

-9 

1657 

1657 

87 0.773 

Aiffi 

56.725+0075 57.050 56.450 

193 

1006 

1695 

-7 

1705 

1693 

343 (3011 

out 

55 150 -0.025 55250 54.850 

328 

2011 

1725 

-7 



152 9.715 

Dae 

54 400 +0.100 54 550 54250 

43 

1.04$ 




•002 79048 

Total 


7043 

40.179 


Sep 1661 -9 1657 1657 87 0.773 

Dec 1695 -7 1705 1693 343 (3011 

liar 1725 -7 - - 152 9.715 

Total 6002 79048 

■ COCOA gCCO) (SORVtonre) 

Fab 27 Pita Pm. day 

My 1255.82 1249.49 

M rtJfTa LfFE (5 tonnes: Vtanne) 

Mar 1702 -8 1713 1690 1.026 6564 

Hey 1702 +17 1705 1676 4.468 25.102 

M 1682 +19 1680 1650 635 3068 

Sep 1662 +19 1664 1636 155 2J296 

Ko* 1640 +19 1620 1620 5 426 

Jan 1620 +10 1610 1610 1 42 

Total 6019 38014 

■ PWTff ■C CgX(370OQte. centa/tet 

Mar 16200 -3J0 16600 18200 704 1,051 

May 15800 -3 85 16200 157.70 8.444 15,538 

Jta 15290 -305 15600 15200 1059 6,475 

Sap 14500 -270 14800 145.10 658 2039 

Dec 138.75 -225 14000 13800 438 2482 

Mar 134.75 -1.75 13600 13400 24 415 

TOM 11030 28058 

H WrtE (CO) (U5 canMiound) 

FOT 27 Pm. day 

Comp. Ite»» 12675 129.74 

15 day average 12998 130.55 

■ WWTE SBfiAB UH=E (50 taones: SAonne) 

Hay 3740 +3.4 275.0 271.8 1063 16.137 

Aug 279.3 +30 279.4 27B5 8.362 

Oct 380.4 +3.1 2800 277.7 143 0.745 

Dec 283.4 +3i - - 736 

Mar 289.1 +4.4 - - 380 

Bay 290£ +3.9 - - 389 

Total 1023 32018 

■ SaeflH 'll 1 CSCE (mPOOK: cemaaisl 

May 898 +0.13 10.00 9.9017273 86001 

Jet 990 +0.12 592 9 86 5,538 38.2C0 

Oct 10 09 +0 09 10.11 1007 2089 42.670 

Mar 1005 +ai1 1007 1002 1092 15112 

May 1008 +011 1007 1036 133 2.155 

JuJ 1047 +0.13 908 908 80 3.101 

Total 34070190003 

M CtTTTOfl HVCE (50000815: ceflMte) 

Mar 6595 +100 6600 65.10 120 143 

May 67.91 +1.30 6800 66 75 5.088 34.452 

Jd 69 13 +1.13 6907 6510 1097 21047 

Oct 71.45 +100 7145 70.50 60 2065 

Dec 7285 +1.19 7205 7105 1065 23.773 

Mar 73 83 +1-10 73 85 7305 fl 1.403 
Total 7009 68072 

■ ORANGE JOCE NICE (1500*0, eaits/tRI 


Mar 

100.75 

+1.45 10300 100.00 2042 

1075 

May 

104.30 

+10S 1»» 103.40 2,335 18.445 

Jd 

107.15 

+1.05 11000 10660 

375 

6015 

Sep 

109.95 

+005 113 SO 10950 

202 

3.132 

Nov 

112.10 

+000 11350 11300 

90 

2.734 

Jan 

11400 

+080 11405 114.75 

80 

1.171 

TMM 



4090 34015 


VOLUME DATA 

Open ntarest and Votame data stem lor contracts 
traded no CWtfJC. NVMEX CBT. NTCE, CME. CSCE 
and lP£ Crtrie Ofl ai or* day n arrare. Vdwne S 
Open tatEtesI totals are tor al paded raonfla 


INDICES 

■ Btarim (Base- 1&W31 = IOC? _ 

Mta2 FOb 27 month ago 

16940 1703.0 1760.6 

■ aa fttanta (Base 1967 s idffl 

Feb Z7 Feb 2fl auntt ago" 
227.65 22562 

■ 6Sti Spot Paac 1870 «■ 100) 

1=1* 27 Fab 26 wwb age 

1S510 164.19 172.86 


uk wtffims srooto Mm) 



WM«n 

+1025 

to 

566,725 

AbMaafli May 

+do 

to 

*2.780 

Cqpper 

-2025 

to 

375050 

MM 

-175 

to 

IDS, OTO 

NtcWI 

-114 

to 

65.712 

2taa 

-2-®0 

to 

470,675 

Tin 

-145 

to 

9.730 


M PORK BELXJE5 CME (4O0OOUK; centaVK) 

Mar 

40200+0.425 40.950 40 DM 

844 

2032 

MW 

41.500 +0500 42 500 41250 

1.183 

4.360 

Jta 

40075+0250 42100 4P750 

250 

1.674 

Aog 

19350+0050 41.100 39050 

80 

+22 

Sep 

47.900 *0.300 47.900 47.500 

3 

77 

Total 


2J57 

8031 


LONDON TRADED OPTIONS 


— cate — — Pida — 

Apr Jul Apr Jri 

47 77 20 40 

33 63 M 51 

32 57 44 64 

Apr JU Apr Jul 

70 113 J1 58 

43 86 55 81 

35 64 86 108 

Mar May Mai May 

58 93 56 HI 

37 74 85 143 

25 59 123 177 

War May Mar May 

71 94 10 15 

53 17 17 23 

38 63 37 33 

Mar Apr Mar Apr 


Strike price S tonne 

■ AUHAHHU 

(99 7%) IME 

1450 

1475 

1500 

■ COW® 

(Grade Aj LAE 

1700 

1750 - 

1800 

H COFFEE IIFFE 

1700 

1750 

1800 - 

■ cocoa um: 

1000 

1025 

1050 

■ BRENT CRUDE (PE 

1300 

1350 

1400 


LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per barrel) *or- 

Difta 511 79-1 841 + 01 ? 

Brent Stand (dated) S13 42-344 +0 025 

Brent Bend (Apr) S14.17-4.19 +0 145 

W.T.L 515.42-5 44x +0 10 

■ OIL PRODUCTS WE prompt OoBiwy OF (tar*) 

Premium Gasoline S16M69 +1 

G® 08 SI31-133 

Heavy fuel 01 567-69 

Naphtha $149-151 

Jet fud 3147-148 

Diesel S135-137 -as 

H MATTWAl CAS yencBTOerm) 

Barton (Apr) 9.15-905 

AffDttcn «puy TtL Uuxin Ifl.'/J 3M «T5T 

■ OTHBI 


Gold (per Iroy an* 
Stver (per big oz)* 
Ptrtmn (per Sojr (jz.) 
PaDadhiin (per troy oil 


Lead (US pradj 
Tin (Kuatt lunpuii 
Tin (Nob Vretd 
Catte pw wtngM) 

Sleep (be udohO 
Pigs (ftve iwOTHT 
Lot. (by suga- (raw) 

Lot day Sugar (arte) 

Barier (Eng. teed} 

Hafcu (US No3 Tel tM 
Wlreat (US Oak Nnrti) 
Hrimr (Many 
Bu«W«ltl¥ 

Rubber (KLflSSNol) 
CtwmlMffMfi 
Ram W(Mala»4§ 

Copra (RN§ 

Soyabeans (US) 

Ca&m OuUmk'A' UPbc 
WwtaJtn (64s Supet) 

£ per n» atatn cOenree Mat 
M BttaMnaeMBtaMftbMr. 


PUBECi'lp caacstai ribgpil 
■ u Vlotor wki 5 OF 
ObopaiMfc ttowurean 



CROSSWORD 

'No"9i62r&V*by*WlGHLAiroER' 



ACROSS 

l Getting rid of one mite 
(about) race (ill 

7 line of waiters heard signal 
given to actress (3) 

9 Part of flower in Kent, per- 
haps buddy «5) 

10 He's excluded weird chap 
with old hat (3«3,3) 

11 ’A' team anticipates atomic 
explosion - it's obvious t9> 

12 Firm is hardly profitable, 
even (51 

13 Not being used by tbose 
voting yes, say. far worship 
VU 

15 One in the blue mentioned 

W 

18 Went down mountain in 
Northumberland (4) 

20 All got both endless sup- 
port and division in mathe- 
matics (7) 

23 Former top class food (5) 

24 Crate broken - several go 
without fruit (9) 

26 Finished spin in very high 
gear f9) 

2" I'm on a different sort of 
arid (5) 

28 Shabby stuff that’s lacking 

aspiration (3) 

2$ Dexter - player and politi- 
cian (tl> 


DOWN 

1 Community still delighted 

( 8 ) 

2 Send down? No. Sir - Tony 
and I are totally uplifted f8) 

3 Faith is hit <5j 

4 Porter holds job as mission- 
ary /?> 

5 Alphabetical lists inside, 
translated to include chap- 
ter beading (7) 

6 Electrician finishes making 
connection with no poten- 
flat close shave (45) 

7 This batch ought to include 
a crow (6; 

8 Property is in France at 
entrance to Eurot unnel (6) 

14 Lieder can confuse north 
European (9) 

18 Boiling mad about head of 
government being helpftil 

^ 18) 

1* Fast mover follows famil y 
visitor to Ascot /8) 

19 Arriving at top of stairs (7) 

20 Very old S African party 

o, n^ 31 ' 5 not Josin B heart (71 

-1 Shoot one of the Greens? 

(S) 

22 A dog might follow it going 

_ up (6) 

25 A well-educated person 
takes it up with instru- 
ment makers (5) 


Solution to Saturday's prize puzzle on Saturday March 14. 
Solution to yesterday’s prize puzzle «, Monday KcblG. 
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FINANCIAL TIMES 


TUESDAY MARCH 3 1998 


LONDON STOCK EXCHANGE 


Buying spree drives equities to fresh records 


FTSE All-Share Index 


HOO 


Tucnaw tyvcfeRE vmxn 
- —1200 


MARKET REPORT 


By Save Thompson, 

UK Stock Market Editor 

A multi-billion pound bid, 
□ews of more share buy- 
backs and a batch of mostly 
positive corporate items 
sparked another feast of buy- 
ing in the UK equity market 
yesterday. 

Domestic economic news 
did nothing to upset the 
rally, although the MO 
money supply figures for 
February came in slightly 
higher than expected, as did 
the consumer credit figures 
for January. 


But with the purchasing 
managers index showing a 
continued slowdown in the 
manufacturing sector, yes- 
terday's data was not 
thought to have increased 
the pressure for a rise In UK 
interest rates. 

The Bank at England's 
monetary policy committee 
debates the issue this week, 
with the outcome of its 
deliberations due to be made 
known at midday on Thurs- 
day. 

Once a gain all the m ain 
FTSE indices raced up to 
record intra-day and closing 
levels. The FTSE 250 index 
outpaced its senior index. 


the FTSE 100. for much of 
the session thanks to 
another burst of well- 
received results. 

The 250 was also boosted 
by a positive note from the 
strategy team at Credit Sui- 
sse First Boston, pointing 
out the potential for share 
buy-backs and disposals in 
the industrial stocks, most of 
which are constituents in 
the FTSE 250. 

The FTSE 250 finished the 
day 53.6 ahead at a closing 
and intra-day high of 5,254.6, 
while the FTSE 100 settled 
53.3 up at a record close of 
5,320.6. At its best yesterday, 
in mid-afternoon, the 100 


index touched an intra-day 
peak of 5.846.9. The FTSE 
SmallCap added iQ to a clos- 
ing high of 2,479.2, alter a 
record 2,479.3, and tbe FTSE 
All-Share ended the day at a 
■closing high of 2.707.81. up 
24.41, having reached an 
intra-day record of 2,716.88. 

Pawn ore Gordon, already 
one of the market's bulls, 
lifted its year-end forecast 
for Footsie to 6,600 from 
6.000, citing a reduction in 
its gilt yield forecast and the 
substantial inflows of cash 
to the institutions for its 
move. 

Other brokers remain 
extremely positive on the 


market. In its latest equity 
market commentary, the 
strategy team at NatWest 
Markets said: “Institutional 
liquidity remains at an his- 
torically high level. Pep 
sales remain robust and 
more share buy-backs have 
been announced. There is 
still a lot of money chasing a 
shrinking supply of UK equi- 
ties. which provides a posi- 
tive underpinning to the 
market." 

The broker added that it 
expects "well over £3bn of 
new Pep money to be 
looking for a home over the 
next two months, and of 
course most of the money 


has to go into UK equities." 

London took its time in 
getting going, with the lead- 
ers drifting back 15 points 
early on. But Wall Street's 
move to a closing record on 
Friday helped kick start the 
buying spree in London. 
News of the counter-bid for 
Energy Group by Texas Util- 
ities. trumping tbe offer 
from PacifiCorp, and a host 
of corporate moves, such as 
BTR's planned return of 
cash, put some real fizz into 
the market. 

Turnover in equities was 
an impressive 881 .2m shares, 
with BTR accounting for 7 
per cent of the overall figure. 



io» 



indices and ratios 

FTSE 100 5820.6 

FTSE 250 5254.6 

TO 350 2782.4 

TO AH -Share 27070! 

TO M-Sxre yiekl 2.86 

Best performing sectors 

1 Tobacco — 

2 Extractive lode — 

3 Buitfing Mats S> IMtfc 

4 tab-tutors .... 

5 En g i n aBn n g 


+53X 

*■53.6 

*26.0 

*2441 

2.90 


, _*4.I 

+3.8 

+3.6 


FT 30 3583-B 

TO HonJtos p« 21.W 

FTSEIOORitWr 5847J) 

lOyrSflftekJ «.« 

Long VM 2.13 


+42.4 

21.43 

+B6J 

6.17 

2.13 


..+30 
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Worst performing sectors 

j piBimacsuficab -Us 

2 hauranre 

3 W3»_ -£5 

4 (Waters Sawn -0.3 

5 awertes Puha S IM — — — - -02 


Energy 
battle 
looms 

COMPANIES RHHIRT^ ; ^ th"e 


mure Gordon said: "We are 
not surprised that Texas has 
launched a counter-offer. 

"The price of 8I0p a share 
is higher than we had antici- 
pated, but it indicates how 
serious Texas is about win- 
ing control of Energy 
Group.” 

Shareholders in BTR were 
in the unusual position of 


By Joel Kibazo, Martin Brice 
and Steve Thompson 

The market was bracing 
itself for a bitter and drawn- 
out bid battle in the utilities 
sector after US group Texas 
Utilities launched a counter- 
bid for Energy Group. 

After the market closed, 
PacifiCorp came back with 
an increased 820p a share 
offer. 

Texas Utilities' recom- 
mended cash offer of 810p a 
share not only leapfrogged 
PacifiCorp s 765p a share bid 
for tbe UK group, but came 
in higher than market expec- 
tations of an offer some- 
where around the 800p a 
share mark. 

Although Texas Utilities 
indicated it was prepared to 
fight a bidding war. analysts 
suggested PacifiCorp is 
unlikely to let the matter 
rest given the time and 
expense it has already 
incurred in its attempt to 
win control of Energy group. 

Speculation about an 
improved offer from Pacifi- 
Corp drove the UK group's 
shares sharply forward and 
they ended the session 28 or 
3.6 per cent ahead at 806p. 
Brisk trade of 10m made it 
one of the 10 most actively 
traded issues of the session. 

Amanda Halliwell at Pan- 


conglom era te- turned engi- 
neer and put the stock at the 
top of FTSE 100 risers in the 
heaviest volume. The shares 
rose 25*4 to I87p in volume 
of 63m. after tbe announce- 
ment of a £2bn return of cap- 
ital to shareholders. 

One sector specialist said: 


“People wondered if it was 
pounds or dollars. We 
couldn't believe it.” 

The company also said it 
had sold its glass and plastic 
packaging business for 
£2.2bn, much more than ana- 
lysts had anticipated 

The share price reaction 
prompted suggestions that 
the shares, which have 
underperformed by 65 per 
cent in the past two years, 
may have reached a tinning 
point following five profit 
warnings In three years. 

The company reports 
results on Thursday, and 
traders suggested that if the 
results are good, the shares 
may respond strongly. 


Best and worst performing sectors 

Tobacco 


Ptermacevticab (’0001 


MOO 



Dec 


j» iffla 


I FT 30 INDEX | 


War 2 

Fed 27 

Feb 26 

Fei> 25 FeC 24 

Vr ago 

*M0h 

*low 

FT 30 

35913 

3S51.4 

3535.1 

35053 

347SS 

2845J 

3SXL8 

2068-8 

OnL dto. yteM 

3.02 

33)4 

3.05 

3.06 

3.12 

3.S7 

422 

3X12 

Pit me net 

2147 

2132 

2327 

23.14 

2276 

17.50 

23*7 

15.80 

PC ratio nl 

2326 

23.11 

23-06 

2203 

rt ■« 

17^8 

2X26 

15.71 

FlXsra atyUm tip 3909 aam/B: km W8 auxM. bm fete ur* 



FT 30 Dot*!? change* 








Open 0 

TO 

11 

12 13 14 

IS 

1G 

Ugh 

low 


35512 35563 35711 35015 3509.4 3561.0 36834 3587.1 35961 30065 35612 
O FTSE Ma iB t fcid LUM 1898. Al npta gnu To 188748. 


STOCK MARKET TRADING DATA 



Mar 2 

Fab 27 

Feb 26 

Fab 25 

Feb 24 

Vr m 

SEAQ baigan* 

78^45 

74,052 

70,444 

64S08 

71.B05 

50381 

Equlti turnover {Emu 

. 

2351 JO 

2443JD 

3O07.6 

\sn.4 

3522.6 

Equity barqotnri 

- 

54.134 

55.217 

32£23 

53,015 

42.681 

Stares traded (aqr 

. 

665.1 

598.7 

578.5 

5)4.7 

2426.1 

Total martlet mrgajns 

65.081 

76.497 

65.460 

60.715 

64.2B4 

na 

Total lummw (Em) 

. 

. 

3595.0 

31496 

3015-0 

na 

Total dire traded (ml 

976.8 

885.4 

847.5 

7959 

709.9 

na 

Trademx Dimmer (£mj 

313 

ms 

77 2 

85* 

50.1 

04 

Tradepoint volume 

10,114 

22-006 

15563 

12.717 

9.194 

75 

ffsuaw fen^uiiai no omo unow U KUtfe Cran rurmwer. 




■ London irearkBt data 








Mm 3 end tea*- 


1 82 Wfeefc Utfha and lows 

UFFE EgnOy optfnos 


Total Ones 

1.153 

Tot* Hgha 303 1 

Total contracts 

rVa 

Turn Fa»a 

507 

| Ttm* Lows 29 j 

Ceps 

nfa 

Same 

1351 


PUS 

nra 


Mar 2 Data based on Equty rfraran feted on Ibe London Snare Service. 


Mai 


BAT Industries came with 
a late run to figure promi- 
nently in the FTSE 100 list, 
driving ahead strongly to 
close the session 30V* up at a 
record 636Hp; turnover in 
the stock was 7.2m shares, 
continuing the recent run of 
high daily totals. 

.Specialists said the burst 
of buying interest in the 
shares was a reflection of 
the big rise in the stock 
price of Zurich Insurance, 
which announced the 
merger of its insurance 
interests with those of BAT 
last October. 

The terms of the deal, 
which will see Zurich 
emerge with a 57 per cent 
stake in the business and 
BAT with 47 per cent, mean 
that Bats’ shares should be 
valued on the basis of Zur- 
ich’s share price perfor- 
mance. They have risen 25 
per cent since January 12. 

Inch cape topped the FTSE 
250 risers, up 23‘A to 212p as 
investors greeted the 
planned share buy-back and 
restructuring. The llm 
traded was the highest vol- 
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Notice tn die Bondholders of 


* 


THE SANWA BANK, LIMITED 

iihe “CootpanyH 
U.S. $300,000,000 

lk per cent. Convertible Bonds due 2002 

ftiraant in Cbuae ~ (A) ivfij al [be Tout Deed dated IMh September. 1987 n-bring 
to die dbowrapfaKd Bonds, notice is hereby given at fbOowK 
In accwdan ce with the resoUai on? o/ the Board oCDirectDr^ of the Company adopted at 
its meetings Wd on 1 9th February and 2&h February. 1998. ibe Company wiD issue 
50X00,000 Prrferrai Shares ronvmibie intp shires of common sock i>( tbe Company 
mi 17th March. 1996 

THE SANWA BANK. LOOTED 
By its Laodwi Brandi 

Dated: 3rd March. 1938 as Principal Paying Agent 


FBFxmjmflw 

AXA-UAP 

SubmtflnsOd Perpetual 
Step-up Notes 

For ifc* penvl Horn Much a. 19#» to 
June :L IW* ib* wtt vary m inurem 
rue at 4.IKS'? per nnut with an inunM 
■mount uf FRF I JWI lSj»r FHF IWKW'Ninr 
mdifFRF injrrrjo per FRF ijOOOJWO N»e 
Tbe rd*nm iMvtnrt pnrro+nL dm* sfll be 
XswJUWrf 


n 

BrtNQUH pAKIHAS 


Smith Kline Beecham PLC 
STG 617,200,000 
Floating Rate Unsecured 
Loan Stock 1990/2010 

(merest Rate; 75123% per annum 

Interest Period: 2nd March 199810 
1st June 1998 

Midland Bank pic 
Agent Bank 


Notice to the Bondholders of 


& 


THE SANWA BANK, LIMITED 

(the ’Caotpanyl 
ILS. $100,000,000 

2% per cent. Con v ertible Bondi* due 2000 

Pumumt to Cbraa.7 1 Al IviTlanJ IB) flv) ot the TruH Deed llbo-Tm* Deed*) dated 
30th September. 1<W5 reteilng lu the aboreopiJnned Bowls (the “Boorfsl. rutkv is 
hereby given as billows: 

In accordance with the motutiunsolthr Board of [Kmtnrs of the Company adopted at 
te nwnbws held on lath February and J6th February. IMS. the Company will wue 
SOjtMA'MO FVeferred Sham convertible tmo than oi common stock of ibe Company 
libe *Sh3rM“) no 17th March. 1998 al Ibe bnttij conversion price of ¥1X83 per Share 
which is let* dun the current market prior per Share cm defined hi the Term* and 
Conditions of ibe Bendvl on I7lb March. 1JSS [ibe daleon which the Preferred Sures 
win be honed) of ¥1.3890 per Share. 

As a rcsoltouhe above issue, tbe Croversion FWcete defined b the Trust Deerfi olihe 
Bomb ofll XTiJ in effect to o/ today wU be wQmaed erteedvw a* of IbhMach. IW8 
and the Conccrnon R» «Ber adjustment « riS bo notified promptly alter it in 
determined. 

THE SANWA BANK. LIMITED 
By its London Branch 

Dated- 3rd March. 1998 an Prindpol Paring Aged J 


MERCURY 
EUROPEAN 
PRIVATISATION 
TRUST PLC 

£75,000,000 

Floating Rate Motet due 2004 

For the three months from 27th 
February 1998 to 20tfi May 1998 
inclusive, the Noses win carry an 
interest rate of 7.8 125% per annum. 
The Interest amount payable per 
£100,000 will be £1,904.97 on 
JJ7th May 1998. 

AGENT BANK- 
BAHQ-1Y5 BANK PlC. 
liSVta. AclfNCV AND 
nm»noBV services 
* ANGEL COLTS T 

’micKMORTUN stwet 

LCNtXU'lEQH'KT 


Q BARCLAYS 


WOOLWICH 

Woolwich pic 

£40,000.000 Series 47 
Floating rate notes 

due May 2000 

Notice is hereby gioen that 
the notes will bear interest al 
7.6225% per annum from 
27 February 1938 to 29 May 
1998. Interest payable on 
29 May 1998 will amount to 
H900.4Q per 5100.000 note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


MICROTEK INTERNATIONAL INC. 

I Incorporated in the RepuMic of China *ith limited tiMliryi 

Notice 

to the holders of the outstanding 
Microtek International Inc. 

I (he “Company’') 

US$29,000,000 

3.5 per ceiU. Bonds due 2001 »he “Bonds'! 

NOTICE IS HEREBY GIVEN to the holders ol the Bonds that the Board of 
Dtrcciors of the Company by a resolution doled February 20. 199b. proposed 
the issue of 65,262.401 dura of the Company's Common Slock Tor free 
distribution to shareholders as a dividend, and employees as a bonus. The above 
resolution shall be subcniiicd to the Sharebolilns' Meeting to be held on April 
23. 1998. for approval. With such approval, along with the written approval 
from the authority in charge in R.O.C„ the Board of Directors shin then 
establish an appropriate ex-righi date. 

March J. 199S Microtek International Inc. 


USD 28 000 000 000 

EURO MEDIUM TERM NOTE PROGRAMME 
OFSOCKTE GENERALS, 

SCA SOdETE GENERALS ACCEPTANCE N.V. 

AND SOOETE GENEKALE AUSTRALIA UMTTED 
SERIES 66/94-6, TK1 

SGA SOCIETE GENERALS ACCEPTANCE N.V. 

FRF 890 000 000 FLOATING RATE NOTES DUE JUNE 2004 
1SIN CODE : X5004900901! 

For the period Man* 02. 1998 to Ja ne 02, 1W8 
the new rate ha* been Used at 84109375 * P-A. 

Nen payment date: June 02, 1998 
Coupon nr: IS 
Amount : 

FRF 2 200. 1 7 for the dcnwninatioo ol FRF 100 000 
FRF 22 001.74 for (be denornnariou of FRF I 000 000 

THE PRINOFAt. PAVING AO0VT 
SOCdEGtTtQtaLEBA.'XATinJSTSA. 

II-U, avenue EmOii Rcrow 
L-2430 LUXEMBOURG 


Bradford 
&Bi nc ley 

£15,000.000 Series 17 
Floating rate notes 
due May 2000 
Notice is hereby gf«n that 
the notes i till bear interest 
at 7.6275 % per annum 
from 27 February 1998 to 
29 May 1998. Interest 
payable on 29 May 1998 will 
amount to &190I.65 per 
SI 00. 000 note 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


Halifax pic 

£100,000.000 
Collared Boatirgrate 
notes 2003 

Notice is hereby given that 
the nates will bear interest 
al 7. 50% per annum from 27 
February /S 98 to 28 August 
1998. Interest payable on 28 
Avgust J93S tail amount to 
5373.97 per S 10.000 note 
and 53.739.73 per 5100,000 
note. 

Agent : Morgan Guaranty 
Trust Company 

JPMorgan 


Appointments 

Advertising 


appears in the UK edition 
every Monday, Wednesday 
& Thursday and in the 
International edition 
every Friday. 

For further information 
please contact: 

Toby Rnden-Crofts 
+44 0171 873 4027 


USSttOWMM) 

AXA-UAP 

Subordinated Pferprtnal 
Slop-up NcAcs 

For d* period from Hurt 3. 1998 to 
Jkv 1 199* Ibe NoMs *81 tarry u inttmt 
rw? of 62TWT pn- aaw m srb bl brots 
AM on of t'5 Si 6ILU per 115 Sin^no {hie, 
ILSHat per U3 aotUXH Km* mi «f 
USSt&PH.iapttrl'SSUXiOjno Sett. 

Tbr wfevaut mlota poyirMi tiate trffl be 
Jane 3, 1095. 

bStotBofe * 

ft 

Banque Fakibas 

lOtoHlito 


ume in the FTSE 250. 

Under the restructuring, 
the company plans to focus 
on Us motors side and sell 
its bottling, marketing and 
shipping operations, which 
could fetch about £70Qm. 

Traders said analysts gen- 
erally bad welcomed the 
news, with a break-up value 
being put on the entire 
group of about 290p a share. 
Sentiment in tbe stock was 
helped by strong results, 
with £184m at the top end of 
expectations. 

Next falls 

News that Lord Wolfson of 
Sunnlngdale will retire from 
the board of Next after its 
annual meeting in May, sent 
the group's shares tumbling. 

Tbe stock closed 36 down 
at 792 ! /=p, th e wo rst per- 
former in the FTSE 100, as 
dealers suggested the 
announcement had ended 
hopes of a bid for Next from 
Great Universal Stores 
where Lord Wol&on is exec- 
utive chairman. 

Shares in GUS. which is 
currently bidding for Argos, 
rose IO’A to 785'Ap. while 
those of its target finned 4 to 
614p. 

The two leading oil explo- 
ration and production stocks 
Enterprise Oil and Lasmo 
outperformed tbe majors BP 
and Shell, although the lat- 
ter pair also made progress. 

Enterprise Oil ran up 26 to 


587' *p in the wake of reports 
of two potentially big discov- 
eries in the Gulf of Mexico 
and off the west coast of 
Ireland. 

Oil specialists are hoping 
for details of both finds 
along with Enterprise's pre- 
liminary figures scheduled 
for Thursday. One said the 
Gulf of Mexico discovery, 
could add 70p a share to 
Enterprise's net asset value. 

Lasmo jumped 10‘* to 
286* <p as the company began 
a series of meetings with its 
leading shareholders. 

Spirits group Allied 
Domecq was unloved follow- 
ing reports that it had pulled 
out of the auction for 
Diageo's Dewars brand after 
bidding topped £600m. Allied 
fell IS 1 -'* to 567p; Diageo 
Improved 14’* to 636p, in 
trade of 9.7m. on hopes the 
group may get as much as 
£lbn for Dewars and Bom- 
bay Sapphire. 

The brands must be 
divested as a condition of 
last year's Guinness/Grand 
Metropolitan merger that 
formed Diageo. 

Shares in Britain's largest 
mortgage lender Halifax 
jumped 31 to 977p ahead of 
today's full -year figures as 
speculation strengthened 
that the company wifi return 
some of its £4bn of excess 
capital to shareholders. 

Halifax, which was floated 
last June, has been the sub- 
ject of bid and merger specu- 
lation in recent weeks, with 
Norwich Union mentioned 
as a possible candidate for 
such a merger. Norwich 
Union shares followed the 
market trend, adding 7 at 
523p. 

Bargain hunters were seen 
in Abbey National, which 
fell sharply last week. The 
shares hardened 15 to £12.62. 

Texas Utilities’ bid for 
Energy Group helped turn 
the spotlight on Southern 
Electric. 

Shares in the group gained 
17'/i to 530p on talk that the 
company could soon be a bid 
target. 
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1X1 -0 1X1 12.7 
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» 4\jng 
15. 7b +J 321355 
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420 +.78 <3 29 
2325 * 23 «JB 233 
3 +0ZUBHK 
208-05 » 73 20 
27;3+.15 17,15 210 
107 *30 9X6 X3& 
100 -.1 170 110 
2203 +1.1 MS 130 
1X7H +.18 ZUS 16 
150 +0 23X140 
00 7.7X53 

24.75 Um 
344 +3 403 253 
IB 33 19 
1708 +.1 21 U2S 
2X6 +® 2625 Wt 
i«re +J8 24J ua 
447-03 47 810 

w+t ana 

§X5 +JH317I5 ZL5 
BA -08 1U5 40 
430+0 46 210 

SX5+1J 36 310 
2X5 +.1 270 105 
4.71 S0 2JB 
50 +01X75 30 
X® IMS 0.7 
110 -.4 025 9 

20 sre 2,1 

140 +.1 -18106 

Z7.B +A SB 23.8 

1.14 -.14 4 ®.as 

6406 +.1070 W5 

94X+28 S6 3ZJ5 
8X7 —25 920 BUS 
2503 +0 51 0 HJ6 
XI +.05 X65 405 
44 +14X5230 
5 -0605 £25 
21X +0 230 18 

5.15 +.1 908 3.75 
48+08 480 310 

20.93 +2-220120 
29.1 +05 32 190 
27.15 +J29J IB 
3S0 +0 490M.1B 
IS +X4&5 13 
310 +0K752G0 
1X1 +.18 21.71355 
BU+X1810UBX5 
38.75 -AS 871*16 
113 +■! 00105 
1X9 +0 2135 110 
1808 +2S 180 605 
2X7 Z7J5215 

2645 -,1270 210 
2£B +0 3101X3 
103 +02 10 0® 
238 — .1 3879 1X7 
3495+1.6 99 30 
3X75 +.T 39051 
708+08 706 3.7 
805 +.1 1X5 705 
27.4 +.15 HU 22 
IB® +.1 ® 130 
740-10 77754105 
15J 1645 1X8 

5J5 -.1 70 47 
3S0S-0S 38 JO 
25-08 28251X55 
14® 150 10 

2005 -.15 3X7 6125 
28X 2X85 19 

1X25 -XB 27.9 1075 
179 -.18 2X5 1455 
iZ73 *23 mm 005 
8208 +.16 530 772 
520+05 S22 341 
BX +98 X® 5-55 
32 3£S 2275 

US 7J3JH 

170 185 14 

1® *3 IBS 134 
BJ +.35 1495 79 
280 +0 455X2 
X2B +52 £85 XI 
1255 -.15 170 105 
27 +05 572 20 
30 -0*80 £1 
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82X -91*75 500 
2 +.15 9 107 

4® +.1 505075 
11® 181X75 

80S +05 855® 
15 150 KU9 

5 +.15X75 3 

15—® 10X71 
540 +9 58.102 
22 +06 275 120 
<305-05 JUS UNO 
5.7 +0 809 8 

XI X44 OW 
2X8 -.15 29189 
10+06183 03 
1205 *05 a» 708 
525+05549 280 
8255-09 64.1 35X 
403 +.13 C® 30 
419-05 STS 30 
2X3S -.135.4 IMS 
S +.6 58380 
3a®+re»iix4 
1X73 -.1 190 IS 
4® 07$ 269 
_ -96X1340 
31® — .1 3125 1*0 
2305 +.13*0 SO 
130 *.4 13® £7 
1X5+05125 8 

29*19.70 
29 *.15 895 2® 

35.65 ~XS 3635 30 

12X79 +.75 130 1775 
X3> 795001 
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19449 

S6&31 

224.18 

181 JS 2J4.54 
36&S4 433.43 

7BSJ& 33304 
ZSI.tZ 
238-45 
34206 
4755 
459.44 
12&39 
98J94 
Zli95 


20826 

19438 

26065 

494^0 

23434 

43206 

408.45 

25*2* 

23045 

38033 

Z72.46 

50302 

181.86 
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3ia4fi 


108.67 
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\n f » rr 18004 — — ..Lam 

SS tSS ^ 14 5 £-S? 

S 41250 36SJS asm 423.01 
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24262 
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256.38 227® 

23601 264.30 

47tiM 417.07 

34729 308.02 
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49177 

36193 

2057 

34924 
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69.44 

312-13 

19138 

171.03 

30754 
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6I6JM 
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54.38 
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-1.0 

00 
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18 

S3 

13 
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12 

li 
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0.1 

05 

16 

02 
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167 

159 

1.70 
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133 
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1.23 

4.47 
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1.99 
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4.70 
£02 
1.06 
1.33 
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162 
1.78 
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5.6? 

z» 

1.48 


21CJ3? 
20527 
28511 
237.87 
223.04 
46954 
350.63 
254 54 

zsi.es 

35410 

43.46 

489W 

136.15 
101.60 
219.14 

15&1JT 
45671 
75J61 
305.19 
3150 
22459 
28057 
32767 
519.69 
384 36 
32.13 
3SS35 

423.16 


16648 
1B4J8 
256.97 
21425 
205 39 

413.69 
315 M 
23626 
22669 
319.11 

4165 

440.49 

i22.es 

91.69 

197.37 

1424.69 
411.35 

68.10 
274.87 
8421 
20228 
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29512 
468 07 
346.18 
2694 
332.66 
385.64 


170.41 
16620 
231 12 
192JB9 
184.72 
37225 
234.07 
£1429 
203® 
287.00 
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396.17 
11029 
82.46 
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3®.« 
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24722 
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45.68 
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234 45 
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27427 

503.96 
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385.72 

B4.S7 
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134.94 
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39106 
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196.78 
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2507 
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327.48 

307.97 
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92,19 

17334 

415.10 

286.55 

207.00 

179.97 
243.53 
35701 


38801 

324.08 

464.33 

15859 

209.12 

41551 

291.85 

31SJ8 

212.89 

268.72 

36357 


27459 

23754 

355.77 

9502 
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29134 

213.38 

16101 

175.30 
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15b 11b CUM 
a ac® 

t r%owso 
mCjbA™ 
33%C|tte* 


Ift I5AMLM8’ 

S 22? Lofto Sea, 

sej; X%0«*» 
S% 39 flutter Co 
n)i ’.H'taiMft 
US OVSfcwAl 
37L ltediaGl 


X® 30b 38% 33b ft 
19 3*5 HI,} 11? 11b tb 
OX 10 10 921 *te 47? 48% -% 

OX X7 ’9 20 16? 18b 18b -b 

116 21 10 682 S6% 54U 55,} ft 
MB 9* 12 1090 15? 15b w! ft 

Dffl 0 2 24 1573 30A 311 3ft ft 

I® 18 25 1625 54? nJJ ffll; J; 

110 19 10 1*65 57? X? 57A ft 

OKI 13 14 X 17% 12% 12% J, 

OS2 14 13 1® fib 37% 37? 

1 16 80 12 63 Jft 14 c ,4% A, 

044 06 aa S|J 73.\ 71.} % 

4213592 ft 111 bJI ft 

OX 4J 1735 16% 1ft 16,} ft 

31 12D9 X? 48? 49** 4% 


61 XI 7U Ib 
10 12 19? 19? 

73 4643 H j 59,} 
« 2437 WiH 49? 
«* 31% 


Il'lWW*. 01* 03 35 473 ld> 18b 1ft ft 

5V 003 06 33 013% 13% »J% t? 

rtOjaG’ 18 0134 fib tft |9? -lb 

3 Brow IO 21* 7? 2% 3% -A 

B?Da> tfi* OS 09 26 7104 uTTA TH. 77% ft 

bOK.0 FI Jl I! -K 

j 7 - CWgnK® 6 107 6b 6% s!| -I 

lIDttiftBte. DM 14 2 613 55H K% 55? ♦? 

sbiMeMb ax &9 S3S o-* sfi e u -a 

rrfDKnr Dffl 15 K 9250 577; 55? 57 

30ettB<5«A 01* 02 371 a*; 67 tft .$ 

ibobtet a® az urn ii*,, ua io? ft 

itJentiteM. ow 2J re * ft, *? *? -A | 

rtioctawt I X 44 61 3C3 34-J 33% Mb ft 

IbOeste 092 17 3* 266 S5"j 55% £5? ft 

bDemrOj 006 24 ifl 352 X% 3% XA •* 

i%0U|Rste are u 31 313 22,? 23b 20,} ft 

; J WSnOHJr t OX 1 1 13 762S »7,i 45% 47,', -7 


fi iMitoteiCte 
57,} 32% tens M 
I dt 3fetae*X 
I 33% ISbtMM# 
Bh retltane 
47? rebtecaJ 
44% 25% tetteteak 
08% 6ft lews. 
Mb «md 
10% 5HXKEI 
15% 13%«ttX* 
*1% 32?ltMW> 
a 17% HteOtt 
«% iftHfflteCD 
3U it? Heaenon 
7b 4% teste 

2«iar 

4SA ZJbteWPiU 
54% 37? tort# 

67% «%«9CVI 
si rebteteK 
S? 15? Hcecd 
F ’2?WwmA 
B? 7b MTV toe* 
10 

29? 17?teffl*0 
19% 12% rtteogw 
97 Wjtedl 
25|J ?4HHBte 
117% fibKbOo 
02 reitertfep 
lOfl sljtettcta# 


o« 1* re bob 

I® 40 6 S42 
078 1* IBS 
030 20 15 600 
014 05 a SIS 
OX a* 16 366 

oa ii u rere 

19 232 


SEP* 

I ! 4 * 
1 § S i 

Jb 345 3ft -l{ I 

lil ; 

3333 


oa If 11 3373 J5? 34H 34% 
19 232 21, } 30? Jrt! 
008 1 0 18 1481 51b X So). 
008 21 ffl 148 4TR 41% 4Uf 


1LS0 >0 X 2437 SO], <9% 

540 340 451 21« 2l% 

138 81 12 712 Z7A 2B% 

OS IJ 951 22A 2I(| 

1 13 ZS 3 405 4ft 4* 

2 4501 (21% 20b 

I® 15 31 11127 101(1 99b 

270 20 11 578 9ft Bft 


1241; 69b Mate* 020 02 9 7517 IK,, 

8 3(’Crt3teai, OW 2J re « ft; 
37 29? Dctar! I 4) 44 61 3E2 34% 

S 5B,} 29%PesQr OX 17 3* M M? 

I rebDaarDo 006 24 ifl 352 X 1 ; 

} z% oua Rat are ij a 3ti sS. 

67,1 27;|0tencm« OX 1 1 33 752? 47,; 

55A a trade 08 ll 3 DO VT 

62% 3B«E 3431703 97.} 

44? 3DH an 0* 15 3656 3512 

26b 16): Dams* 063 4 0 9 410 17% 

1’5b 66%0bw DO 08 38I05W l>l!Z 

s>* aftOAHt o<a 0.7 a 1346 v% 

42(2 re>. ftxtttef 1 256 64 16 3CS0 XA 

10 Siloorate-kci OK 19 a 46 7» 

fin 15,; totecta r OJO 00 21 7® fib 


25|i 7KW 
117% &b IkbCo 
02 r.-.teeOen 
ioi teteMcca# 
ift 7b waste 
FBI; SIbtexSteXB 

© saat, 

fib 23% itnd 

»S atarou 


013 03 a 504 <3? 43,} 43% 

Iffl 1/ 8 36W (99 • W] 

zx jj a ax o? a? 63% 

Offl 74 12 145 6? 6 8,} 

1.14 75 10 ISi I5A ift 

248 83 14 32? 40% a 40? 

108 74 18 541 3 It? 19tt 

258 70 16 SO J7, } »i 3ft 

a 16*70 fi.-. »i> 27b 

oa 10 1» l5Q ISA 15^ 

I J6 22 K 6657 S’, , 5t*2 57b 

03 03 c uffl as?© 
Iffl 22 M WE 4BU 40 XA 

ox i j a 696 ft? sr~> eft 

OS 09 2223064 67? E5A <5% 

13 51/ 3S*i 2ft a,} 

are ir a 2» a? ia% 3ft 

25 S! 

18 K fi? »% 3ft 

062 3J 19 2(4 n£ 18? 19 

022 1 3 2* 764 5ft SSU ® 

032 >0 332D3X 31% 30% fi% 

074 09 33 4fi 79,; F|J H 

02D 03 411401) ®A 6ft 64% 

4 5356 a ,’A 0 

010 10 7516 10/< ft 10 


’iiiss'* 


fflb 44?H6kA 
52 ffltffflx 

1& 

is 



Ift 7? waste 010 to 7516 T0/< 
78% SlbtefdteXH 02 64 >7 IS ID? 
Kb Ob IClMttf 4 1 12 1 4 fi 4047 75% 

36% SAWte* l 032 03 18 63 35% 


23b ’SbteMr 
Ift 0?HBH»r9* 
xb X/.teBBtaM 
142 7ft Wttl 
20% irbHnsI 

a? QbKttre 
21% MtedsanHb 
16U 12? Ml cm 



41? 20% OattR » ceo 20 

BA ftOwi 036 io 

102% 76% DnOl 348 18 

5ft 33%UW*j* 096 1 9 

29B ift mnn»» ox 1 1 

35% 2ft ME 144 43 

K? 3? am 

4ft fibDOTt* a 76 1.7 
lift 9?D*6Fd5i 061 60 
9)J ftomas* 0.75, 7 7 
fib 26? DTE tan 2® 66 

05% fflbOrttotfS 4X 55 

40b /BbDicrorti 
56,} *’% Dttete i 2JD 39 

3 irijometeit ire S3 


Offl 20 27 2733 39ft nut n,i -ft 

036 10 20 250 3ft 23 3,1 -A 

348 18 IT TO 92, I 91,’. 9lH -A 

098 1 9 1650 51(» 51% 51? *b 

OX 1 1 17 MS Sft ft} 73f* 

144 43 12 146 33.} 3^i 33? -,} 
K 818 10% lift IDi 

oa 1.7 313317 <5! - 44.3. «E .fA 


39? 40? A 

&& i 

38A -5 


Hom on m re is K? K% -b 

iww mb a a n® sft 49b 4o,‘. ;; 

teon Fib 0® 64 w Sb sb a>? - 

HBTiCm 034 22 18 238 I5A IS? 1?’. 

tegtesSte 032 09 IS 2» BA 3*|( 2ft 

end 3467 3b 25,} 25,} -? 

M w s » aj, ^ tA ‘l 

wxnn oa 7s tb ft s,; 9,} -,} 


73 ffl%SOfCtni 


XlbWCte 

44%HS»* 


H?telF*l 

35%WPreau 

n%i«3ete 

39}*eSm 


ore 08 ritfflt 14)» S3A 53A I 
I SB 20 3 17® 7ft 79b 76,} - 

OX 10 X 1402 52,. Sll! 52 - 

064 19 fi 4380 3l\ 3*A 34.} . 

242 40 II 2249 fi 30? 3ft - 

022 04 5BT14® 5J» S2A 52? • 

OM IJ 13 406 47b 46? X? ■ 

UZ 21 71 8787 82A 61% K ~ 

084 BS » 83 « 1} 

124 23 19 2605 55% 94,} X -! 

ia 10 IB BD Wb S} MA * 

iffl 14 JllfiST 13B? 126% 127 -, 

2165 u 1% I* -, 

an t2 a sre u57, 5tJ: a? J 

oa o£ w ins <ft «b «,} a 

0® 111! 7010 710 701} 71ft J 

,fl,aS S ?r 4 4 

are 3* 5 are is,; w,} is% 

aio 01 M IBS 074% 13 73b ■, 

am os resres. j*,; ®t( 3*% .1 

affl 8S 18 35 10,5 wX 10% 

1J0 54 9 210 67 Eli 61% - 

IJB SR 14 507 21MJ 20? 20(3 

are IR ID Kffl 028? 3? 26.J 

oa 1.1 1140 fill 3BH 37 

230 25 2215285 89% 65,} 89 *3 

ffl •«« ffl! 2JA - 

oa 21 12 2® 16 /] ib,-, 1^ 

are IR IB 82 27% 27 27? a 

OS 19 18 IQ fill fi? VA •? 

42 *60 UI3? 12b 13A »,} 

238 32 18)5102 72% 70? 71? -li 

1(39 Fi 8% lb ft 

ore 28 5 Hi 7? 7)1 ^ 

012 02 KBS C SI 51% .% 

1« 40 14 1BD nfijl 31 J 2H 

Offl 06 27 99 010% 10% 10*2 A 

Iffl IA 10 17 re I0g » 

004 59 5 2070 (513 ISA 15} 

MO 1’ 1810365 IBb mb \OA *</, 

234 206 280 11 10? IO? -,», 

S® SJ 5 44 04 04 

634 1.1 II as nH fi, ». 31,} .A 

fl 5} 5% ft 

Offl M 16 6830 70S 69% 0(1 J. 

296 12% I! 12A -? 

ax 09 2430,7 56% 55b SE)i .£ 

OW S9 51 tt? »,b 10? 

on so <74 I?,} in; u|i .% 

la 20 16 /« x,i di S)% 

0.18 08 Jl 7774 21 A 2D? 3? 

014 IJ 10 >t® li? U? i|? -A 


1*0 23 15 3E CA 
on 19 J4 3294 47*« 
are 06 9 Bfi 51% 
070 06 17 19] UlA 
Iffl 25 It 1666 «A 


1 4 til 

|S <8 4 I ^ 

38 8 ? 53m- 


a xb taro 
5Bb 45 Rjfluw 
BOA 41? HrW 
<1 3>;:teteiA 
ab s': tern* 
17? SbMaee 
47b 27MB 
<5% J7% Hens* AIM 
44b 19 Run W 

171 1 2 7»? ikterr 
55% 29b (Went 
17? 7%HBSte# 
30% i*% arrtfl* 
H? 64?Rero> 
34% IBI2RMU 
tt? fiOtt® 
a A 16% Mil 
*5 1 fi%WMHtt 


•J* 29 K SK 43,} 

Offl 1 4 16 7386 (SB,} 

0* 14 16 7IBJ X 

090 14 1731 28% 

OX ID 13 MSS 31? 

OJZ IS If 1734 17? 

062 13 17 2fi5 XBb 

I M AS 14 2B8S 45,} 4 

S 1846 2*U 2 

Z® 1 7 IS 1209 mi 12 

38 1610 46H 4 

K 13 )0b II 


17? 16b 16 


33 Him 


24% T8%telte> 

ll fiE?** 

<3! lS tarsi 
X, a/.Hkni 
171 ti%taceM 


I3btetek» 032 

uSftB&oiet aic 

aljteodl 056 


036 1 7 10 1566 fib fi 2IA -,} 

1 X 33 12 2325 62,} 60S 61 A -I 

043 IJ 30 41J6 33 31% X X 

205 S3 31 97C 34? 34? 34% -A 

5 137 24)3 23% 24% *% 

M 2100 4SII 45 <5(] .A 

I® 58 12 506 fiS 33,. fib 4; 

1® 17 23 4462 ®l! X 9 -1% 

O0T 27 a % % % 

290 IS W icgj *1% 

Offl 20 606 20% 2D£ 2011 -£ 

ore ii re 23i a 19* i53 

1 12 1 4 12 987 33b »A 32? -% 

a m 5& si, 

IS ZJ a 11043 65% 5*% 54A *b 

IS 70 91 16% Ift Ift -? 

Offl 2J S $121 a? 27? 28 -I 

032 13 17 Hi ISA ISA I6A -A 


5«H 40%fflCw» 
32% 10? Won top 
so? reueu o 

73 auetx 
TZj} XUAc 
68% 3Sbimteta« 

f obuofesTsso 
Sb Hr 

o,} in top 

2IUMBS 
16 iftUMttS 
31% Sfuuotnta 
61? <2%Wk 
48b atltfh# 
11% !}<MU< 
IS? (TbDCtal* 

a* io%iwo% 

25% I7?ISFSC 
4*A SblBFta 

re? aufflro 
47 23*4 USSttl* 
b 4) eftiatiK* 
1t% ISUMtari 
«2b U,}IMde* 

,} 32 Ita Focus • 

irtww 

fibIMteCig 


Z3 155 8 107 


a 273 46% 4TI; 


It 1666 «A 
73 IJA 
I Iffl Ib 
1515701 68^ 


IX Z2 1515701 fflb 65 

Iffl 63 16 *7 I2BU 26% 

334 48 12 107 69? X? 

1J4 28 17 77X ffll! OS 

OX 07 27 2X5 44 42 

17* 37 15 381 fi? 46A 

2® si 16 57 X,'. 39/, 

I21CB2I 24 ft 3H 

’* ua “3 if f 

0.10 34 I* is S? fi? 

15 3066 31b 30b 

6® HR tt 50% 50% 

205* 31, i fi? 
X 1073 »fi% 37,} 
u Z»7 u£ dl 


ANKARA 

nTa#(v<ra> 

When vau slap with us 

in ANKARA 

.ttay in touch - 

ui(h year complimentary copy of the 

FINANCIAL TIMES 


No FT, no conmenL 


33% SbOfiteH 

a*, 1 ’ re%ww» 

35% film • i 
34% SDioro® 

a 

SS 3 Opted 


M lb EA WB 
4/*! aJEWBmii 
red is? emu® 
4S% 30%E6iro 
»%6alft 
Mb 53.} Bata ■ 
in? GTb&Stt 
H% a’.’tofi 
S ’B?tci*4 
27 , 1 i 19? EttM 
43 Sft&MK 
B% 3% LkcsCraa 
62b JOB* 40? 

fib libera Cos 
0% 29,1HJS« 
e *4^3*80 

3? * FKi-rrl 

3?ft 1}b oa 

l52 

«*ij «EroB. 


061 so -is m JSf iii 

0.75, 7 7 IX Db 9>i 3b -? 

2® Sfi 12 JU77 37 36% 37 -b 

*3 IS 8 62% 32b Eb -A 

20 110 37 A DIM 31% -ft 

220 3 9 22 3773 55% Sb S? *,} 

ire sj re us res re% re? -A 

Offl 26 18 3170 an 7; 3%; 33,} *5 

ire 20 2977370 afi 67b BA *lb 

£05 59 £ X 35 X. 

2® 63 2 32% 31b Jib -% 

zg wo i9% 19 tft ♦£ 

a 733 4^: 47? oa -a 


£1 a 7X4 gA 26^ ^ 5 

2S5 ft 4? M -i 
05 X *54 » 43A 43% .X 

68 rl 594 21,1 35 »A *% 

11 II 31 W 43? 44ft A 

»r n ,/tth m3, wj- rw-Y _> 


03 Bi 32 *54 « 43, 

l <8 68 13 594 21, J 3 ; 

1*4 i; i; an (*£ c 
176 £7 70 ion b*% & 

126 28 16174 67% S, 

1 78 1 B 15 TOW ZU 9*i 

090 tt non SU & 

ms i j re sio <ss,v 3‘. _ 

Iffl JO IS 5175 fiK Z7 ii 27^ 

OX 12 it 20 »CA 41% 42.-, 

re 4a r% ft ft 

36 3*S «62,-j 61% U 

o» o» a «o re!; 3% 

0® 1 4 20 79W U? 43ft 43,; 

1® I B a 19® ST f ^ 

a SJ ?}f )i 

3417017 3ft 37, 

Offl 05 » 17% n, 

1 18 18 24 4448 94,, a. 


re i9/;a‘6» 
’%} TkVTfflM 
*3 io%mPtt«r« 
Jii iStf * • 
a& ftsustt 
33% 2?% tttofW 
3Wi Cbldci* 


46% ZlhUOSi 
30? S%Vttt*2 
36 »?«p!4» 
3 «%«cea 

C*1 aSoSaw 

7 rbwwDfl 

fill iMttmfc 
ie? lobrntro 
37% i*(ito( 
ift Eft Rasa 
3ft 2??W6ro« 

47b 23hgMi 
3% ShgttOT 

27% IS? ns 
33% UbhteOO 
i9ft »«2«r* 

A 1<|UM 

16 Iftttenv 

Ylj; fl^S? 

5ft XtefF 

5a Ttbmtet 
£i jftmpA 
56(1 3i% roe* 

6b Jb 4neT4R 

3[J is? matter i 

23? lOftxted 

io? o% te lette 


mo ot it 1777 sn re% a% *.} 
tw ws i at vjb to? ia? 

OW 7 7 14 906 11(2 lift 11b At 
X 1416 63 ;u III -.b 

ore os a fix so xj -!I 

I* 53 IS 35 35,', 34? 3S *ft 

DS4 IS 19 a» 34« J*.} 34IJ J? 

016 OS 47 4342 JJb 32? 33% Al 


77% 10*9 tans ter Iffl 65 >4 333 
5> 4%te««4»l6* 051 08 110* 


054 IS 19 N) 34H J*A 341} tb S? 2 

016 05 47 434J JJ? 32? fil, ^ MS 

221 SJ nx 37? 37% 37% . •% ii 

20* 59 2 1(5 Ml *,} 46% j 

QSZ 24 M 3759 38-j 38b Xj 3*? li 

1 fi 4 4 J0 C9S 78 27/3 77? *? a 

£09 £0 a wa tf *b 74? 74lj .1% 37% 2 

ISC *6b 16ft 16*3 -ft all 


i6U iftroGtanr 
fif} Ktetete 
Cft rebteBJnte 
re? 

30 £0% KTCKC 


£09 £0 a wa 07*b 74? 7 

ISC !&b 16ft t 

ore 00 41 334 38i S3 

3 5ft aft 

m ax a a? j 

ij* t* re Sis? 17? T 

OTO 05 ISII 17!] 17% I 

ora 08 536 fij 9ft 

1 M 3R fi 2S> Xb 2H2 3 

3® S1J Wj ! 

Offl 1 J M 3757 a=3 47 

a 663 133 »ft 3 

am os 9 rn fi? aft ? 

33 1457 a fi? 7 

oa 15 S’ 62 Ifijj (bJj II 

IX 79 C 17y T7% li 

16 ISO 4? 4u I 

0® OB 16 2639 10*% 101? W 

t « 32 a 1418 46*. *Sb 41 

080 26 t® 38% T‘ 

m 21 JSU <s% 4£ft « 

057 10 27 1CT 54 2 54% 5< 


S i/tattSa 

I7NttpCl£ 


7s% 37(1 ros 

s ■ as - 

X 

36,} 15%IKleft1 
<% ift ten! te 
fi? ZtKHttkSi 
61*4 «lb*toskb|tt 
32? 17? Motet he 
34b it? n tot 


it? n tot 
7%ffl(n 
*4%ia% 

30b !»T« 


051 0* 110* SA 5b 

090 £4 21 W 33 31? 
236 SR 12 104* <!b 411} 
101 66 7197 IS? IS? 

047 1.0 7 S® aft 2*5 
164 45 15 06 JBA 

147 so IB 387 a filj 

Iffl 37 14 617 37% 37% 
?*6« 2*l! Ob 
07£ 1* N £149 X *4? 
OX 12 fi 1/9 Kb fi? 

ow 04 £7 jb re? re 

012 04 S 4933 S? S% 
DDT 03 tt 5335 CSH Z5% 
1® 68 3 53? S3? 

10 27X im 17ft 
ax i.i I013R7P *< ft a|J 
ore 37 js «8i re? 

SB lift k? 
ai« 04 fi tan *? 36% 
14 0096 59*2 7&) 

Offl 2J 35 71# 34% jfc 
OM 19 i: I1« 44% 44ft 
aid si to vo jib snt 

Offl II 16 1010 634ft fi? 

BS !7A 17ft 
UI 51 >7 >20 55A M ] 

Offl 05 « 65* 5|| 91 H 


i % ’i :? 
3 S s x 
h i i "4 

Si I - 1 * 


t SI 918 uJ6% . ... 

K?»|<0 030 1 2 £4 1574 Mi] ^ 28 

fi,}S*te*» 3 8470 35% fig 35 

HibSJneCap 72 1*45 J*,} 34 3f 

ISSUBtiP 096 54 M 47 16>« 10.} 1» 

SaneUM K 3573 36% 30? 36 

57%9fta £00 £J 0 159* 60b MA 66. 

iRbixsro re 31*7 aft sb 2$; 

iftsmcn 9 is t% i% i 

'JSStewe* » no IB? '6,2 id 

ij srotf h sea i5» i& d 

JASFttteM 1® B) 1. 4B apt <0? x 

30%Saal*«« 092 IS 6®* 57ft 56? X 

«?9KCm 107 Z4 471S4S 77? l*% 78| 

absrotop is* sj u * re reft ai 

7>3TOiM 028 £2 fi JW Jl? 11% 1? 

4*4;townfe 21 01 J 61 60/4 BO! 

3l?5avPI< 076 ID 38 B8» 70? 74% 74) 

49Sdte*. an 10 2923B7 TV; 74ft 7 « 

SJiSronqi or* 04 joiosm 30,} VA tp 

a? sm*tui< a® u u 199 5? reft 3 

:ilisata» 20 3®7 4s{] 44% 4*1 

MSatet 0® S3 S2®I0 20% li 19* 

73 totel 010 03 10 a «29ft 20,4 £9/ 

re?5o«*nEW« 05! 10 77 <X uS4ft 53b O’ 

R/iserowtt Offl aj 777 i ill m, m 

IV.SJXMfcR 006 07 TSDmieX ib£ |*l 

1^X30* 077 £4 IS 449 j 3J r 32' 

is? Sefflt *83. IX 93 *15? is? i$) 

WbSlFte 10740 fi% 3ft 3,' 

UbSewni DM 17 41 14611 »i 37b 3B,! 

l&bSasttffl 2713® lift Ml} , 

79 4 sated 4( 39 T4B b3B*j S7A £71, 

Bits***. OK 17 1700® S4ll SS* 511; 
resttaal 1J6 6D 34 62? 2rf] 37% C, 

libSehfflStt 03* 06 10* I?Q 12}’ i’J| 

lUsenroi 812 TOS is? 16* 

«%Sro» OM 08 78 1004 7V} 75 7- 

17% SMXB ox 06 K (78? 78? irL 

»-I anCp 036 09 S 6X8 361} 37b 3M 
fijSXfc* 31 I486 fib 37 fiA 

1%Stt«6tRn are II 3733 3ft 2A "I, 

ilbSCSTta 24 4306 7B% 71? 71? 

eb&ttttOfccI 00* II 31 1253 77,; 7BII 71* 

0?9te»Stt« OM 15 79 1455 12 till 11? 

ibShtaW 0J6 2J 13 » 18 ISj! ib| 

3?SHITr 133 31 fi 941 «? Cb <3? 

*?s*nn$» ox 13 3 fflffl ereb re? 33? 

IStro iffli 4? 4% <v 

SbCBTOtt Old DJ 74 400 reti 3JI 

7?taiine IJO 30 14 7% 36,} re/i 5? 

bSfftaee J7 i% Ift 1ft 

!«3Ctta 7342 tsb u|l is 

7?9te6lb £02 65 fi 1065 71ft Jl fi,', 

1% SBtttt > UB 82 S » ID? 10,} wb 

!? sum 31 ® 3? 3? IA 

risro oa ir i« co ure jii 31% 

BbSLtttS C® 06 16 06 lib 11% IJ% 

C.}aimi ox 13 uiB® 4£ 40? c 

)%SMM M s» SHJ 57b 5Sft 

IftSMItti Iffl IJ 3712820 «£? EM, Mb 

laStetettJi 052 2D fi J32 »% 26? 

ibSneQ4t( 084 £0 17 £0« <£% « 42b 

ift Sams* C 2SS aft 0% 46% 

ib Scow i m u « m cm: <C aj, 

Ift toots. OJJ IR £1 130 -a 3M 3H 

ASTOOR asi 0 6 29 547 90? BOA 90? 

IbSTOPRi oa 2D a J67 20? fflft £0*7 

IbtoBS&tti 4® 73 35 (56,'. 5*2 X 

MSaetttoSb W Ii tt o*1 *1 X 

fiSkJMbO 1.44 4R 17 fi* 30? 20(1 

-***-- - Dm an it ik u< _r 


3 u?9i<a 
» fiASTOv 
38*: fiftsjoe&iB 
16% ISSuaUP 
«!S fi SUteHM 
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Asian fears fail to dent confidence 


WORLD OVffiyiEW 

March began as February 
left off, with another hatch 
of European markets romp- 
ing to all-time highs, writes 
Philip Coggan. Bourses In 
Amsterdam, Brussels, Dub* 
lift. Frankfurt. Helsinki, Lis- 
bon. Madrid, Milan. Paris. 
Stockholm and Zurich all 
recorded closing peaks. 

The success of Gerhard 
Schroder in the Lower Sax- 
ony state elections, and his 
nomination as the Social 
Democrat candidate against 
Helmut Kohl in September, 
seemed to have little effect 
on the German market. 

But David Marsh, bead of 
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European research at Flem- 
ings, says that the victory 
“greatly increases the 
chances that an interven- 
tionist German government 
dedicated to cutting unem- 


ployment will take power in 
the aut umn ”. 

Nothing seems capable of 
denting the confidence of 
European investors at the 
moment as low interest rates 


and Law inflation and the 
prospect of takeovers and 
mergers have prompted a 
rush to buy stocks. 

Asia remains the main 
cloud on the horizon, but the 
region's markets were fairly 
buoyant yesterday with 
investors still hoping for a 
fresh Japanese stimulus. 

However, signs of hyper- 
inflation In Indonesia and 
the recent sharp fall in Kor- 
ean industrial production 
Indicate that the full impact 
of the Asian crisis may only 
be starting to come through. 

"The effects of the Asian 
crisis are entering a new 
phase in which rising com- 
modity prices and falling 


Dow rises as Blue chips add steel 
takeover talk to Amsterdam record 
gathers pace 5Sh=-:r=; £H?»1aS 

jJJ) Jl leader Hoogovens and Brian- a»_ tis continued its came 


AMERICAS 


US shares were cautiously 
higher by mid-day as inves- 
tors considered a flurry of 
merger deals and takeover 
struggles, writes John Labate 
in New York. 

The market's main indices 
all traded higher by noon. 
The Dow Jones industrial 
Avenge had gained 6.48 to 
5,552.20, while the broader 
Standard & Poor’s 500 index 
added 3.50 to 1,052.84. 

"Merger activity and spec- 
ulation of further activity is 
helping the market but we're 
struggling just a bit,” said 
Bill Meehan, chief market 
strategist at Cantor Fitzger- 
ald. 

The bond market moved 
lower on a rise in manufac- 
turing activity. The bench- 
mark long bond lost 1 to 
101 %. sending the yield up to 
5.997 per cent 

News that Sunbeam, the 
consumer products com- 
pany. would acquire camp- 
ing supplies company Cole- 
man sent the latter's surging 
51 per cent or $10% to $31%. 
Sunbeam jumped more than 
9 per cent to $45%. 

Elsewhere, American 
Bankers Insurance shares 
climbed $4ft or more than 7 
per cent to $60 Ji on expecta- 
tions that a bidding war for 
the company was hotting up. 
Cendant, one of the bidders, 
was unchanged at $37%. 

Paine Webber tumbled 9 
per cent to *38fr on profit- 
taking. The stock had soared 
20 per cent on Friday on 
takeover speculation. 

News that Texas Utilities 
had acquired the Energy 
Group of the UK left Texas 
Utilities $A harder at $40%. 


Retailer Nordstrom 
increased 5 per cent to $60% 
after an analysts at CS First 
Boston raised the stock's rat- 
ing to a “strong buy." 

Tbe Nasdaq composite 
index was 8.0 higher to 
1,778.51. But the computer 
sector was mixed, as semi- 
conductor shares continued 
to trade lower on Asian con- 
cerns. Tbe Philadelphia 
Stock Exchange's index of 
leading chip company shares 
eased 5.36 to 311.07. 

Teradyne slid $6{fi or more 
than 14 per cent to $40% 
after Deutsche Morgan Gren- 
fell lowered its 1998 earnings 
estimates. But Intel, the 
industry leader, rose $ 1 % to 
$9Gf£. Among computer mak- 
ers. Dell gained S3-& to 142$, 

TORONTO moved higher 
from the opening bell to 
extend last week's solid rally 
on tbe 300 composite index 
which at noon yestertday 
had gained 39.61 to 7,132.10. 

Golds tracked tbe firmer 
bullion price, moving 
steadily better through a 
morning of active trade. 
Banks too were busy, but 
among leading stocks the 
trend was clearly mixed. 

Bank of Nova Scotia added 
55 cents to C$35.65 and Rank 
of Montreal gained 45 cents 
to C$76.45. in contrast, Roy- 
tal Bank of Canada and 
Toronto-Dominion both shed 
20 cents to C$83.10 to C$60 
respectively. 

With the bullion price edg- 
ing up to $300, golds moved 
ahead. Barrick put on 30 
cents to C$27.60 and Placer 
Dome 15 cents to C$l&20. 

Ballard Power, which 
makes fuel crells for zero- 
emission vehicles, gained 
C$6.25 to C$134.85. 


Rate talk aids Bovespa 


Powerful runs by steel 
leader Hoogovens and finan- 
cial giant Aegon sent 
AMSTERDAM to its sixth 
record in as many sessions. 

The AEX index rose 19.38 
to 1,069.71 after a wave of 
investor optimism ahead of 
Friday's results lifted Hoo- 
govens by FI 6.% or 6.3 per 
cent to FI 106. Aegon gained 
FI 11.10 or 4.8 per cent to 
FI 244.10 

Sentiment was also sup- 
ported by news of another 
big corporate deal. Shipping 
and storage rivals Pakhoed 
and Van Ommeren 
announced plans to merge 
one week after the news of 
DSM's FI 2.7bn agreed take- 
over of Gist Brocades. 

Pakhoed, which will take 
more than 60 per cent of the 
enlarged company, jumped 
FI &40 to FI 71.60 while Van 
Ommeren advanced FI 3.80 
to FI 86.10. 

FRANKFURT saw the 
Xetra Dax index climb 87.76 
or 1.9 per cent to a closing 
record of 4,781.62. 

Karstadt leapt to a high of 
DM676 before settling back 
to close DM18 higher on the 
day at DM654 on news that 
the Schickedanz group was 
to buy the 30 per cant stake 
in the retailer held by the 
Hertie Foundation. 

As motors set out their 
wares at the start of the 
Geneva motor show, VW 
was DM13 higher at DML211 
and BMW gained DM52 to 
DM1.B97 after it rejected 
reports that it had offered 
£250m for Britain’s 
Rolls-Royce Motors. BMW 
added it was still interested 
in the UK company. 

Daimler-Benz added 
DM2.10 to DM149.95 as the 
company reported higher 
January sales and a board 
member said the group 
expected to sell at least 10 
per cent more cars this year. 


Share price and index rebased 
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in spite of delays in tbe 
launch of its small A Class 
and Smart car models. 

Preussag. the industrial 
group, advanced DM12 to 
DM597 on news that the Ger- 
man cartel authorities had 
approved its plans to merge 
its travel operations with 
Hapag-Uoyd and TUL 

PARIS continued to 
rewrite the record books, 
adding 24.78 to 3.446-70 on 
the CAC 40 index. 

Paribas rose FFr6 to 
FFr585 on share buyback 
news and BNP were strong 
ahead of Thursday’s results 
statement, gaining FFr4. IQ 
to FFr372.1. Credit Lyonnais 
surged FFr17.60 to FFT4625 
after fresh names - Japan's 
Nippon Life and Allianz of 
Germany - were added to list 
of buyers queueing to take a 
stake in. the bank. 

ZURICH rocketed to a , 
fourth consecutive record 
close as sharp rises were 1 
recorded in a number of | 
high-profile blue chips. The i 
SMI index jumped 119.9 or 
1.7 per cent to 7,273.0, 
extending its rise since the 
start of the year to more 
than 16 per cent 

Credit Suisse led financials 
with a gain of SFrS.50 to 
SFr270.50. Nestl§ gained 
SFr66 to SFr2,636. ABB, 
upgraded last week by Mor- 


SAO PAULO moved higher 
as talk of a cut in interest 
rates gained ground. 

Shares were upbeat from 
the outset as speculation 
grew that the central bank 
will provide a strong down- 
wards signal to the money 
markets after tomorrow’s 
monetary policy committee. 

Blue chips met with strong 
demand. Telbras jumped 3.3 
per cent to R$1 42.50 and 
Petrobrds added 1.6 per cent 
to RS259.99. Construction 
leader Val do Rio Doce put 


on 2 per cent to K$25.10. 

Volume was said to be 
improving after the five-day 
Carnival shutdown. At mid- 
session, tbe Bovespa index 
was 268 at 10.835. 

MEXICO CITY moved 
ahead in subdued turnover. 
Dealers said most of the 
upturn stemmed from a 
carry over of buy orders 
from Friday. Telmex added 
75 centavos at 22.15 pesos. 

At midsession, the IPC 
index was up 69.52 at 
4,853.97. 
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India soars ahead of poll result 


ASIA PACIFIC 


Indications that India's 
general election might hand 
victory to the Bharatiya Jan- 
ata party and its allies sent 
BOMBAY soaring 4.2 per 
cent. 

The BSE 30 Index climbed 
150.39 to 3,772.61. although 
analysts noted some exit 
polls conducted during the 
weekend suggested a hung 
parliament was more likely. 

Counting of votes began 
yesterday, but a clear pic- 
ture is unlikely to emerge 
until this evening . 

Yesterday's rise was attri- 
buted to speculative buying 
and foreign funds chasing 
index-heavy stocks on hopes 
the poll will produce a stable 
government. 

Shares in TOKYO hit a 
four-month high expecting 
more news of government 
intervention to boost the 
economy and bolster the 
stock market, writes Belhon 
Hutson m Tokyo. 

Traders seized on com- 
ments by a leading politician 
of the ruling party that the 
government was considering 
ch an g in g the law to allow 
funds from the postal 
savings and insurance sys- 
tem to be used to buy shares 


India 
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among other stimulus plans. 

The government is under 
pressure to boost the market 
before March 31, the finan- 
cial year end for most Japa- 
nese companies. 

The Nikkei 225 Average 
gained 2.6 per cent or 432.67 
to 17,264.34 after moving 
from an opening low of 
16,901 to a peak of 17,276-12 
in late trading. 

Tbe Topix index of all 
first-section shares jumped 
24.52 to 1,296.97. Volume 
increased to 620ra shares, 
from 500m on Friday. Rising 
shares outnumbered losers 
by 1,021 to 151. 

Nippon Steel was the most 


heavily traded share, gain- 
ing Y9 to Y246 on rumours it 
was planning a share buy- 
back, as well as on generally 
positive sentiment for 
domestic demand-related 
stocks. NKK gained Y10 to 
Y159. Kawasaki Steel Y14 to 
Y226, and Sumitomo Metal 
Y10 to Y234. 

In Osaka, the OSE Jumped 
431.90 to 17,399.56, with 22m 
shares changing han ds. 

SEOUL continued to climb 
on heavy foreign buying. 
The composite index ended 
15.37 or 2.8 per cent higher at 
574.35 after touching a ses- 
sion best of 581.12. Net for- 
eign buying was estimated 
at Wonl66bu, more than 
double last Thursday’s level. 

Brokers said derivatlves- 
led arbitrage had also sup- 
ported the cash market. 
Banks were eagerly sought. 

BANGKOK took disap- 
pointing inflation figures for 
January in its stride, rising 
9.75 to 538.17 on the SET 
index in improved Bt6.2bn 
turnover. Thai Farmers 
Bank was the day's most 
active stock, gaining Bt5.50 
to Bt92.50. Strong results 
lifted Capetronics Btl.25 to 
BtL3.50. 

HONG KONG was sent 
lower by profit-taking in 


index futures and China 
plays. The Hang Seng index 
turned back from a midses- 
sion high of 11,634 to close 
161 .85 or 1.4 per cent lower 
on the day at 11,318.64. 

The reversal came on 
active trade of HK$14.7bn. 
up from Friday's HK$13.6bn. 

Properties led the blue 
chips lower. New World 
Development fell HKS1.55 or 
5.4 per cent to HK$27, and 
Slno Land lost 12.5 cents to 
HK$3.575. 

JAKARTA rose 3 per cent 
on expectations of President 

Suharto's re-election and on 
regional strength. Tbe JSX 
index rose 14.35 to 496.73. as 
tbe People's Consultative 
Assembly began last Sun- i 
day. Investors were encour- , 
aged by the president’s com- : 
ment that the country 
needed the support of the 
International Monetary 
Fund. 

Companies with links to 
President Suharto's relatives 
rallied on active trading. 
Bimantra, a diversified hold- 
ing company controlled by 
the president's second son, 
rose Rpl50 to Rp950 while 
Citra Marga, a toll road 
developer linked to Presi- 
dent Suharto's eldest daugh- 
ter. gained Rp50 to Rpffl5. 


return on equity of 

13% 

The objective is to reach 
ISAta by the year 2000'. 
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Cooke ratio for 
Tier one capital 

8 , 6 % 

Strengthening 
of the bank’s 
financial structure. 


FRF 14 

per share 
An increased dividend 
will be recommended 
to the Annual General 
Meeting of Shareholders 
on May 12. 1998. 


EMERGING MARKET FOCUS 


wholesale prices lead to mar- 
gins being squeezed.” say 
the European team at Credit 
Suisse First Boston. 

“We believe manufactured 
commodity producers will be 
the hardest hit. However, 
European equity markets as 
a whole should benefit as 
the deflationary forces gen- 
erated continue to exert 
downward pressure on Euro- 
pean interest rates." The 
team sees European markets 
rising a further 8.4 per cent. 

CSFB recommends an 
overweight position in sec- 
tors where pricing power is 
relatively strong, such as 
pharmaceuticals, electronics, 
telecoms and utilities. 


Johannesburg feeds on 
frenzy in financials 


gan Stanley, added 5Fr45 to 
SFr2,045 as Bank Sara sin 
also raised its rating. Novar- 
tis continued its comeback, 
adding SFr49 to SFr2,746. 

MADRID closed at a high 
on strong corporate results 
and heightened expectations 
of a merger between San- 
tander a German financial 
institution. The general 
index rose 17.71 or 2.3 per 
cent to 792.46. led by hank - 
mg shares. Santander rose 
P ta2Q0 to Pta7,320, Banco 
Central Hispano gained 
FtalOB to Pta4,8S0 and Banco 
Bilbao Vizcaya added Ptai60 
to Pta7,i90. 

ENCE, the paper and pulp 
company surged Pta32G or 15 
per cent to Pta2,470 on hopes 
of a merger with the pulp 
business of Portucel Indus- 
trial. 

MILAN rose to a record, 
the Mibtel index up 493 or 
2.5 per cent to 20,383. Olivetti 
jumped L195 to LI ,960 follow- 
ing the announcement it had 
readied a deal with Wang 
Laboratories of the UiS to sell 
Olsy, Its computer services 
unit 

Written and edited by Michael 
Morgan, Jeffrey Brown, Emiko 
Terazono, Peter Han and Paul 
Gregan. 




Paribas, 
the leading 
eurobank. 


Asian flu. depressed gold 
prices and fears of further 
corrections on Wall Street 
have ail spread anxiety 
among brokers cm the 
Johannesburg stock 
exchange. But no thing has 
preoccupied investors as 
much as the explosion in the 
local financial index. 

The sector last week broke 
successive records to close at 
13.344.2 on Friday, its nine- 
teenth record hi g h for this 
year. The sector has rallied 
by almost a third since Janu- 
ary as hopes of a cut in 
interest rates have com- 
pounded the excitement gen- 
erated by consolidation 
among banks and insurers. 

Fears that a correction 
could be just around the cor- 
ner have not dampened the 
frenzy. Tbe most popular 
stocks are trading on price/ 
earnings ratios of 50 or 
more. Daily trade in finan- 
cial stocks has approached 
record volumes. Almost 
150m shares - worth Ri.Sbn 
- changed hands on Thurs- 
day. 

Falling inflation, stable 
money supply, a slower rate 
of private-sector credit 
extension and a robust rand 
have fuelled hopes of a 2-3 
percentage point cut in 
Interest rates this year. 

Chris Stals, the staunchly 
monetarist governor of the 
South African Reserve Bank, 
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insists there will be no 
redaction in the bank rate - 
currently 16 per cent - 
before the introduction of a 
new repo system in the bond 
market on March 9. This has 
convinced tbe market that 
the first In a series of stag- 
gered rate cuts will be 
announced next week - on 
Monday or with the Budget 
on March 11. 

A dismal performance else- 
where has also encouraged 
investors to chase financial 
counters. Sluggish domestic 
growth and meagre levels of 
foreign direct investment 
have depressed forecasts for 
the industrial sector, while 
the mining index will be hit 
this year by a downturn in 
commodity prices following 
the turmoil in Asia. 


S Africa golds bounce 


A steep bounce for golds and 
another solid day for the rest 
of the market sent shares in 
Johannesburg ahead for the 
fourth day running. 

Golds were the main fea- 
ture of the session, displac- 
ing the highly active finan- 
cials sector where profit- 
taking took some of the 
shine off the recent run. 

The all share index closed 
up 71 or 1 per cent at 7,166.7 
for a four-day gain of almost 
4 per cent Trading was brisk 
with Ri.03bn changing 
hands. Golds powered for- 


ward by 38 per cent, adding 
29.7 at 811.8 on the golds 
index as the bullion price 
clawed back to near $300. 

The sector saw startling 
gains. Gold Fields jumped 
R2.15 or almost 9 per cent to 
R27.15. Western Deep rose 
R3 to R99 and JCI climbed 
Rl-20 to R27.95. 

Industrials overcame a bad 
day for Sasol. which fell 
more than 7 per cent to a 
23-month low of R39.10 after 
disappointing interim fig- 
ures. The industrials index 
added 101.1 to 8,347.5. 


in spite of this, economists 
predict the rand will devalue 
only gradually to about 
RSJ20 by the year end. 

Against this relatively sta- 
ble background, radical 
restructuring at Old Mutual 
and Sanlam, the life assurers 
which are South Africa’s big- 
gest investors, has excited 
the market. Both have 
announced plans to demutu- 
alise and list on the JSE. 

Tbe prospect of closer ties 
between the biggest retail 
banks and the life assurers 
that are their largest share- 
holders have driven popular 
stocks to record heights. Lib- 
erty Holdings, Nedcor, Stan- 
bic and Rand Merchant 
Pflnif Holdings are tbe stars. 

Merger talks between first 
National, the most troubled 
local bank, and RMB, a 
highly rated niche player, 
are likely to result In a 
merger of their insurance 
interests, Southern Life and 
Momentum Life. 

Perhaps the most surpris- 
ing activity has been a hos- 
tile bid - a rarity in corpo- 
rate South Africa - by 
African Life, a black-con- 
trolled entry-level life 
insurer, for Norwich, a Cape 
Town-based mid-market 
insurer. Whatever the out- 
come, the flurry of specula- 
tion is not about to subside. 

Mark Ashnrst 
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Net income up 51°/o to FRF 6,6 billion 


AIM IS 70 BE A 
WORLD LEADER AND 
THE EUROPEAN 
BANKING REFERENCE 
IN ITS CORE 
BUSINESS ACTIVITIES 


1997 was the year of the constitution of a new Paribas 

Paribas has now completed its strategic refocusing onto its specialized international banking 
activities. 

Plans to merge Banquc Paribas. Compagnic Financier* de Paribas. Compagnie Bancaire and 
Compagnie de Navigation Mixte will be submined to the approval of the Annua) General 
Shareholders' Meeting. 

Paribas, a unified bank active in high-growth markets, will be organized around three core 
businesses: Investment Banking, Asset Management and Retail Financial Services. 

The income posted by each core business has progressed 

Investment Banking: this business includes the Capital Marker Activities, Corporate Banking. 
Advisory and Securities Services oF Banquc Paribas, as well as Paribas Affaires Industrie!!®: 
pre-tax income has risen by 10% thanks to increased customer revenues. 

Paribas Affaires Industrielles continues to post substantially higher recurrent income. 
Unrealized capital gains have also increased. 

Asset Management: this business consists of the Institutional and Private Asset Management 
activities, Card if and Coital: pre-tax income has progressed by 86% thanks to the growth 
In assets under management. 

Retail Financial Services: this business comprising the subsidiaries Arval. Banquc Directe, 
Cctclem, UCB and UFB Locahai): pre-tax income has increased substantially thanks to 
the growth of operating activities and to the sustained development ofintcmationaJ business. 

Paribas, building on its strong europcan base, is pursuing a Strategy of specialization 
and development targeted at high-growth markets and founded on technological innovation, 
an international presence, the sophistication of its products and the strength of its 
distribution potential. 


Paribas 
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